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Gordon  A.  Connell, 

(Recalled)  -  1181  - 

27th  March,  1945. 

9.30  A.M.  session 


MR.  BLANCHARD:  Mr.  Chairman,  I  thought  perhaps  I  had 

better  mention  now,  as  I  stated  before,  that  I  cannot  be  here 
tomorrow  afternoon  in  view  of  the  fact  there  is  a  criminal 
case  to  be  tried  at  2  o’clock.  I  do  not  know  whether  the 
Board  will  decide  just  to  carry  on  or  not  but  it  will  be  well 
to  clear  the  matter  up  at  the  present  moment  so  that  counsel 
might  make  their  arrangements  accordingly.  In  that  connection, 
Dr.  Katz  is  very  anxious  to  leave  tomorrow  evening  because  he  has 
an  engagement  immediately  after  Easter  in  Louisiana.  Therefore, 
if  you  are  not  through  with  Mr.  St  eve  ns -G-ui  lie  today,  I  would 
very  much  like  to  call  Dr.  Katz  tomorrow  morning  so  he  can  be 
permitted  to  go. 

THE  CHAIRMAN:  I  understand  there  is  some  suggestion  that 

some  of  the  Court  Reporters  may  not  be  ;available  tomorrow  after¬ 
noon  either. 

MR.  BLANCHARD:  One  Court  Reporter  may  not.  That  is  Mr. 

Taylor. 

MR.  CHAMBERS:  Would  it  meet  the  convenience  of  Mr.  Blan¬ 

chard  and  Dr.  Katz,  as  far  as  I  am  concerned  and  those  who  are 
with  me,  if  you  want  to  sit  a  little  longer  today  or  tomorrow 
morning  that  will  be  all  right . 

THE  CHAIRMAN:  Would  this  suggestion  be  acceptable, 

depending  on  how  the  cross-examination  of  Mr.  Stevens -Guille 
goes,  that  we  might  sit  till  12.30  today  if  need  be  and  perhaps 
for  15  minutes  longer  in  the  afternoon  than  usual  and  have  Dr. 
Katz  first  in  the  morning  and  then  adjourn  tomorrow  at  12.3  0 
and  have  no  sittings  in  the  afternoon. 

MR.  BLANCHARD:  That,  sir,  would  be  very  satisfactory 

to  me.  Of  oourse  I  do  not  want  to  put  everyone  out  because  of 
my  engagement,  but  that  is  my  reason  for  desiring  to  have 
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Dr.  Katz  disposed  of  tomorrow. 

THE  CHAIRMAN:  And  you  made  your  engagement  at  a  time 

when  you  thought  you  were  going  to  be  free  in  the  afternoon. 
MR.  BLANCHARD:  Yes,  and  it  cannot  be  changed  because 

Friday  is  a  holiday  and  this  case  will  not  be  concluded  until 
late  on  Thursday. 


THE  CHAIRMAN : 
MR.  BLANCHARD: 
THE  CHAIRMAN : 
MR.  STEER: 

MR,  CHAMBERS: 
MR.  HARVIE 


Is  it  a  jury  trial? 

No,  sir. 

Is  that  suggestion  agreeable  to  everyone? 
Yes,  sir. 

Yes,  sir. 

We  might  review  the  situation  at  12.30, 
when  we  will  know  how  we  are  getting  along  more  than  we  do  now. 
THE  CHAIRMAN':  Yes.  All  right,  Mr.  Chambers . 

MR.  CHAMBERS:  Before  Mr.  3t evens-Guille  proceeds  you 

will  recall  that  yesterday  my  friend,  Mr.  Blanchard,  asked 
Mr.  Connell  to  make  a  computation  and  it  might  be  of  assistance 
if  I  put  it  in  now,  So  that  Mr.  Connell  will  go  in  the  box 
for  a  moment . 


GORDON  A. CONNELL  recalled  by  Mr.  Chambers. 
Will  you  explain  what  this  is? 

This  is  a  statement  Mr.  Blanchard  asked  from  me  yesterday.  I 
quoted  the  figures  and  they  are  already  in  the  record.  This 
is  a  statement  of  gas  reserves  down  to  250  pounds  per  square 
inch  calculated  by  the  Material  Balance  method,  using  Dr.  Katzf 
figures  for  the  bottom  hole  pressure  as  shown  in  the  supplement¬ 
ary  report  plus  200  pounds  per  square  inch  and  also  calculated 
down  to  350  pounds  per  square  inch  in  the  reservoir  as  of 
January  1st,  1945.  For  North  Turner  Valley  we  have  also  calcul¬ 
ated  for  a  bottom  hole  pressure  of  300  pounds  greater  than  that 
shown  by  Dr.  Katz.  I  gave  the  results  yesterday.  To  this  re¬ 
port  I  have  added  this  comment  ,?Due  to  the  lower  volumes  of  gas 
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Dir.  Ex.  by  Mr*  Chambers. 

* 

and  oil  obtained  and  the  increasing  difficulty  with  liquid  load¬ 
ing  as  the  reservoir  pressure  declines,  it  is  my  opinion  that  it 
will  not  be  economical  to  produce  the  crude  oil  wells  down  to  a 
reservoir  pressure  of  350  pounds  per  square  inch.  This  is  not 
a  24  hour  bottom  hole  pressure  but  a  true  reservoir  pressure. 

STATEMENT ,  ESTIMATES  OF  GAS  RESERVES 
IN  CRUDE  OIL  AREAS  (MATERIAL  BALANCE 
METHOD)  NOW  MARKED  EXHIBIT  49. 

THE  CHAIRMAN:  I  am  going  to  suggest  after  you  have  had 

your  copies  of  this  exhibit  and  if  you  wish  to  cross-examine 
Mr.  Connell  at  a  later  date  on  it,  you  will  of  course  have  an 
opportunity  of  doing  so. 

H.  LeM.  S TEVEN3 - GU I LLE ,  by  Mr.  Chambers . 
THE  CHAIRMAN:  Are  you  ready,  Mr.  Chambers? 

MR.  CHAMBERS :  I  would  like  the  witness  to  carry  on  from 

where  he  left  off  yesterday. 

A  At  the  close  of  the  sittings  yesterday,  I  had  just  gone  through 
the  report  M-2,  Exhibit  No.  47,  to  the  point  of  reaching  the 
tables  at  the  end*-  I  then  suggested  that  I  should  go  through 
Table  8  but  I  am  going  to  suggest  a  variation  if  it  meets  with 
the  Board Ts  approval  and  we  take  report  M-2A  now,  without 
reading  it  completely  but  going  through  it  and  seeing  the  points 

4 

of  difference  between  it  and  the  report  M-2  (Revised).  Report 
M-2A,  Exhibit  No.  48,  as  explained  yesterday,  was  prepared  using 
the  second  of  the  two  sets  of  operating  conditions  predicated  in 
Mr.  ConnellTs  report  M-l,  Exhibit  44.  The  second  set  of  condi  t- 

j 

ions  took  the  crude  oil  wells  down  to  'the  point  of  abandonment 
of  10  pounds  and  the  gas  cap  wells  down  to  100  pounds  per  square 
inch  bottom  hole  pressure,  which  was  the  same  conditions  for 
the  gas  cap  wells  '  es  assumed  under  Mr.  Connell's  first  set  of 
operating  conditions.  It  is  just,  therefore,  the  crude  oil  well 
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operating  conditions  that  have  been  varied.  Now  the  report  M-2A 
has  been  set  up  in  exactly  the  formats  as  the  report  M-2  (revised) 
so  that  an  easy  comparison  can  be  made  of  the  differences  all 
the  way  through.  Therefore  I  do  not  think  it  would  serve  any 
useful  purpose  to  read  it  all  through  and  I  propose  just  going 
through  it  and  calling  attention  to  the  points  of  difference  as 
I  go  along.  Firstly,  starting  on  page  1.  Before  page  1  there 
is  the  foreword  that  merely  explains  what  I  have  already  covered, 
the  reason  for  the  report  being  prepared.  Now  page  1,  the  first 
point  of  notice  is  that  using  these  operating  conditions  the 
conclusion  is  reached  that  the  total  residue  gas  volume  of  301 
billion,  that  is  on  a  residue  gas  basis,  or  382  billion  on  a 
wet  gas  basis,  a  total  of  78  per  cent  of  the  reserves  estimated 
by  Mr.  Connell  can  be  economically  delivered  to  the  market. 

That  compares,  of  course,  with  361  on  a  residue  g as  basis  in  the 
report  M-2  (Revised).  Turning  to  page  2,  a  recapitulation  has 
been  made  showing  what  proportions  of  the  total  reserve  of  487.4 
billion,  wet  gas  basis,  that  Mr.  Connell  computed  would  be 
available,  will  be  actually  used  in  the  market  according  to  the 
conclusions  reached  in  this  report  that  I  am  now'  reeding. 

Starting  with  the  volume  flared  and  used  on  the  lease,  this  will 
amount  to  51  billion  cubic  feet,  wet  gas  basis,  or  10  per  cent 
of  the  total.  The  volume  flared  as  residue  gas  in  1944  or  used 
for  drilling  fuel  in  1944  -  1945  is  9.8  billion  on  a  residue 
gas  basis  or  13.1  on  a  wet  gas  basis  or  3  per  cent  of  the  total. 
Actual  marketable  reserves  311.1  residue  gas  basis  and  381.5  wet 
gas  basis,  78  per  cent  of  the  total. 


(G-o  to  page  1185) 
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The  remaining  reserve  or  balance  which  is  estimated 
will  not  be  produced  from  the  field  is  41.8  billion  on  a  wet 
gas  basis  or  9%  of  the  total.  These  add  up  to  the  478,4  billion 
wet  gas  basis  given  by  Mr.  Connell  in  Exhibit  44. 

I  would  point  out,  Sir,  that  the  balance  or  remaining 
reserve  left  in  the  field  is  not  down  to  zero  pressure.  It  is 
down  to  the  conditions  assumed  by  Mr.  Connell  in  his  report, 
that  is  to  say, 10  barrels  a  day  production  for  crude. oil  wells 
and  100  pounds  bottom-hole  condition  on  the  gas  cap. 

If  these  estimates  are  correct  the  market,  as 
estimated,  will  be  provided  for  for  some  27  years  but  in  the 
last  six  years  the  capacity  of  the  wells  will  be  insufficient  to 
provide  for  peak  loads  and  the  auxiliary  sources  of  supply  will 
therefore  have  to  come  into  effect  at  that  time. 

Turning  over  now  to  page  3;  the  three  gas  gathering 
systems  as  covered  yesterday  are  set  out  in  exactly  the  same  way 
and  the  same  general  procedure  was  followed  in  determining  the 
suitable  operating  pressure  for  the  gas  gathering  system,  I  mean 
there  is  no  new  feature  to  point  out  in  that  connection.  A’t 
Madison  Compressor  Station  No. I  the  same  conclusion  was  reached, 
that  60  pounds  suction  pressure  would  probably  be  the  lowest 
pressure  to  go  down  for. 

\ 

The  same  situation  in  general  arises  with  regard  to 
excess  residue  gas  from  the  crude  oil  wells  for  a  number  of  years 
and  the  same  provisions  are  covered  for  returning  it  to  the 
formation  in  Turner  Yalley  or  for  storing  it  in  Bow  Island. 

Turning  now  to  page  5:  The  same  assumptions  are 

made  with  regard  to  the  Brown  Allowables  that  when  there  is 
insufficient  gas  under  the  Brown  Allowable  to  supply  the  market, 
the  Brown  Allowable  will  be  lifted,  permitting  withdrawals  to  be 
made  up  to  market  requirements.  It  will  be  noted  in  going 
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through  that  the  date  at  whi*h  certain  events  are  estimated  to 
be  going  to  happen  are  for  a  little  earlier  than  in  report  M-2 
revised . 

P  Passing  on  to  page  6:  The  Madison  Compressor  Station 

No. 3:  The  same  operating  conditions  have  been  estimated  and  the 

only  difference  is  again  one  upon  which  certain  conditions  will 

< 

occur.  There  is  no  change  in  the  general  principal  suggested  as 
probably  the  most  suitable  for  operating  the  station.  The  same 
provision  is  made  for  keeping  the  station  loaded.  The  three  gas 
cap  wells  connected  to  this  station  will  be  produced  in  a  manner 
to  keep  the  load  factor  to  100%  fbr  as  long  as  that  is  possible. 

Going  now  to  the  British  American  gas  gathering 
system:  The  same  assumptions  had  to  be  made  in  order  to  be  able 

1^  to  work  out  the  probable  figures  that  would  be  handled  by  these 

systems  and  there  are  no  changes  in  those  assumptions.  On  the 
low  pressures  system  of  the  B.A.  the  same  general  conditions 
apply  as  in  the  previous  report. 

Turning  to  page  9,  to  the  bottom  of  page  9,  the 
treatment  of  the  Brown  allowables  is  the  same  as  in  the  case  of 
the  Madison  system  and  as  in  the  case  of  the  previous  report, 
Exhibit  47. 


Turning  to  page  10  and  going  to  the  Gas  and  Oil 
Products  gas  gathering  system,  the  same  assumptions  as  to  the 
general  operating  systems  have  been  made  as  in  the  previous 
report  and  the  treatment  of  the  system  as  a  whole  follows  along 
the  same  lines  and  once  again  a  review  is  made  of  what  would 
happen  should  the  Gas  and  Oil  Products  plant  shut-down  at  a  date 
earlier  than  shown  in  this  report  and  it  was  found  that  the 
volumes  of  gas  that  would  liien  not  be  gathered,  could  be  handled 
by  the  Madison  Compressor  Station  No. 3  or  by  the  British  American 
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Passing  to  the  conclusion  of  the  report  on  page  12,  we 

the 

reach  the  figure  again  at  the  outset  wi t h/reserves  on  a  residue 
gas  basis,  assuming  the  conditions  of  operation  on  the  crude  oil 
wells  and  gas  cap,  will  be  reduced  to  311  billion  cubic  feet  as 
compared  with  the  361  billion  cubic  feet  in  Exhibit  47. 

Passing  to  the  tables:  There  are  first,  -  the  three 
summaries  which  reconcile  these  figures  with  the  figures  given 
in  Mr.  Connell’s  report,  indicating  where  it  is  estimated  all 
the  gas  will  go,  the  volume  which  will  be  flared,  the  volumes 
which  will  be  used  for  fuel,  the  losses,  the  shrinkage  in  process¬ 
ing  and  the  amount  that  it  is  assumed  will  be  left  in  the  formation 
if  the  operations  shut  down  on  the  date  predicated  in  the  report. 

passing  on  to  the  tables:  These  have  been  made  up  in 
the  same  way  as  the  tables  in  the  previous  report  and  I  do  not 
think  there  is  any  useful  purpose  would  be  served  in  going  through 
them  individually  again. 

I  would  draw  your  attention  to  one  point  which  has  been 
added  to  this  report  for  general  convenience  and  that  is  foot 
notes  at  the  bottom  of  each  table,  if  the  figures  are  carried 
forward  to  another  table.  Take  for  example  table  5,  the  foot  note 
explains  that  the  figures  carried  from  column  4  to  Table  8,  which 
is  the  big  table  in  the  pocket  on  the  back  cover  of  the  report,  - 
one  of  two  big  tables,,  and  to  column  8,  -  I  am  sorry,  table  8, 
column  2.  This  makes  it  easier  for  people  to  follow  through  the 
construction  of  table  8.  That  is  done  on  all  the  subsequent 
tables..  Table  6  has  the  same  information. 

Now  if  you  will  get  table  8;  firstly  on  table  8  on 
column  2  after  the  date  there  is  a  note  on  the  second  column,  not 
the  date,  the  titles  of  the  various  gas  gathering  systems  have 
been  abbreviated  and  ”M-G-'G-S”  stands  for  the  ’’Madison  Gas  Gather¬ 
ing  System”.  ”B. A.  ’’’’British  American”.  ”G.0.P””The  Gas  and  Oil 
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Products”.  "R.OtC”'  gas  cep””The  Royalite  Gas  cap”,  in  the  North 
end  of  the  field* 

Q  MR.  MCDONALD:  Is  it  the  revised  table  8  you  ere  referring 

to? 


A  Yes,  no.  Table  8  in  the  beck  of  report  M-2a,  both  the  table  8. 
MR.  CHAMBERS:  Attached  to  Exhibit  48? 

MR.  MCDONALD:  Yes,  but  we  were  looking  at  Exhibit  47. 

THE  WITNESS:  I  have  been  turning  over  and  talking  from 

Exhibit  48. 


A 


MR.  HARVIE:  They  ere  set  out  both  the  same? 

Exactly  the  same,  generally  set  out.  There  is  only  the  change  in 
the  actual  figures. 

The  object  of  table  8  was  to  obtain  the  amount  of  gas 

that 

cap'  gas/would  have  to  be  withdrawn  each  yeer  to  meet  the  estimated 
market  requirements  and  in  order  to  do  that  it  was  necessary  to 
study  the  amount  of  crude  oil  gas  that  would  be  available,  not 

merely  in  average  figures  for  year,  but  during  the  year  and  a 

/ 

* 

breakdown  of  that  has  not  been  shown  in  table  8.  It  would  have 

been  too  large  to  be  handled  in  a  report  of  this  size  but  by  use 

that 

of  load  factor  diagrams  the  amount  of  crude  oil  gas/ could  be 
usefully  used  in  the  market,  due  to  the  loading  conditions  and  the 
amount  that  could  not  enter  the  market  end  would  have  therefore 
to  be  stored,  was  determined. 
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And  that  was  done  for  each  year  in  succession  while  there  was 
any  gas  to  be  stored.  The  point  of  that  is  an  obvious  one,  of 
course,  that  during  such  a  season  as  the  present  one  there  may 
be  more  crude  oil  gas  available  on  one  day  than  the  market  can 
absorb.  The  balance  in  excess  of  market  requirements  will 
therefore  have  to  be  stored,  but  the  very  next  day  the  market 
demands,  due  to  a  storm,  may  have  increased  largely  and  the 
volume  of  residue  gas  from  crude  oil  wells  available  will  be 
insufficient  to  meet  that  demand,  making  it  necessary  to  with¬ 
draw  gas  from  the  gas  cap.  You  cannot  in  actual  fact,  of  course, 
work  on  average  figures  to  arrive  at  that.  It  must  be  done  on 
a  load,  factor  diagram  and  we  did  that,  basing  our  diagrams  on 
the  experience  of  load  requirements  during  past  years. 

MR.  BLANCHARD:  Past  years? 

Past  years.  Following  through  Table  8,  from  left  to  right,  in 
column  one,  we  have  the  wet  gas  available  shown  in  totals  against 
each  of  the  gas  gathering  systems,  would  be  Royalite  Gas  Cap, 
shown  separately,  and  in  column  two  we  have  those  same  totals 
reduced  to  their  equivalent  in  residue  gas.  The  reductions  in¬ 
clude  wet  gas  used  for  fuel  in  the  operation,  residue  gas  used 
in  plant  operations,  shrinkages  to  vapors  and  extraction  of 
absorption  gasoline,  and  also  loss  in  the  purification  stage, 
due  to  the  removal  of  hydrogen  sulphide  and  carbon  dioxide. 

Those  reductions  have  all  been  brought  together  in  one  factor 
for  each  system  for  simplicity  in  showing  the  figures  on  a  table 
this  size.  The  order  of  accuracy  is,  of  course,  well  within  the 
order  of  accuracy  of  estimating  figures  over  a  number  of  years 
such  as  is  shown  on  this  table. 

In  column  three  the  residue  gas  used  for  drilling 
fuel  is  deducted  from  the  residue  gas  volume  in  column  two.  It 
will  be  noted  that  after  194.5  it  is  assumed  that  drilling  in 
Turner  Valley  will  be  completed  and  no  further  residue  gas  will 
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be  used  for  drilling  fuel.  This  leaves  in  column  four  the  resi¬ 
due  gas  volume  that  is  available  for  the  market  and  in  column 
five  we  find  on  the  basis  of  the  figures. in  column  four,  the 
percentage  sharing  position  of  each  gas  gathering  system. 

Now  in  our  later  report  the  question  of  the  sharing 
position  is  to  be  taken  up  in  detail.  Therefore  I  am  not  pro¬ 
posing  to  go  into  it  at  this  point.  This  is  merely  to  show  why 
we  had  to  prep<are  a  table  of  this  nature  and  work  the  figures 
out  in  this  amount  of  detail  in  order  to  reach  the  conclusion  in 
our  report. 

From  column  five  the  percentages  give  in  tables  in 
column  six  the  share  of  the  market  for  efech  of  the  gas  gathering 
systems,  and  in  column  seven  are  computed  the  actual  deliveries 
of  gas  based  on  the  share  of  the  market  in  column  six. 

Now  at  this  point  it  is  necessary  to  note  the  differ¬ 
ence  in  the  method  of  delivery  of  the  various  gas  gathering  sys¬ 
tems.  'Going  to  the  year  1945,  because  there  was  no  sharing 
position  in  1944,  it  will  be  noted  in  column  six  that  the  Madison 
gas  gathering  system  has  an  estimated  sharing  position,  share  of 
the  markets,  in  column  six  of  8,364,000,000,  but  it  hod  available 
to  the  market  as  shown  in  column  four  12,419,000,000. 

MR.  CHAMBERS:  Mr,  St evens-Guille ,  you  referred  to  tables, 

it  is  columns. 

I  beg  your  pardon,  it  is  columns. 

MR.  STEER:  That  is  right  through  the  last  few  minutes. 

Will  you  correct  that  on  the  record,  column  instead  cf  table?  We 
were  at  column  four.  The  difference  between  the  share  market  in 
column  six  and  the  residue  gas  available  for  the  market  in  column 
four,  would  have  to  be  either  flared  or  returned  to  the  formation 
if  each  of  the  other  gas  gathering  systems,  including  the  Royal- 
ite  Gas  cap  were  to  deliver  to  the  market  its  share. 
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MR.  HARVIE:  Exouse  me,  Mr.  Chairman,  I  wonder  if  this 

has  not  more  to  do  with  the  sharing  position  of  the  market  than 
it  has  to  do  with  the  actual  reserves  and  if  we  get  into  this,  it 
might  extend  the  Cross-examination  much  longer  than  if  we  stick 
to  the  reserves. 

i 

THE  CHAIRMAN:  What  I  think,  Mr.  Harvie,  is  Mr.  Stevens- 

Guille  predicated  his  little  discussion  on  this  with  the  remark 
that  this  feature  would  be  taken  up  in  detail  at  the  proper  time 
and  I  judge  this  is  merely  explanatory  as  to  show  - 
It  is  necessary  to  show  the  mechanism  of  building  up  this  t»tal. 
But  you  do  not  intend  to  suggest  that  these  are  the  figures  at 
the  moment  representative  of  the  respective  sharing  positions? 

I  do  not  intend  to  offer  any  supporting  evidence  to  justify  this 

as  a  possible  method  of  handling  the  share  positions. 

/ 

You  intend  that  to  come  under  Item  #4  on  our  suggested  agenda? 

That  is  right. 

MR.  HARVIE:  And  any  questions  to  be  asked  on  that  then 

will  be  dealt  with  at  the  end? 

THE  CHAIRMAN :  Yes. 

I  think  it  will  only  take  a  matter  of  two  or  three  minutes  just 
to  carry  through  the  mechanism  of  this  so  that  everybody  can 
understand  why  we  had  to  go  to  the  length  of  preparing  this  table. 

The  point  we  left  was  that  as  an  example,  the  Madison 

gas  gathering  system  is  estimated  to  have  available  to  the  market 

\ 

12,419,000,000  as  shown  in  column  four,  whereas  its  estimated 
share  of  the  market  under  the  system  we  are  offering  as  a  propo¬ 
sal  is  shown  In  column  six  to  Tie  8,364,000,000.  The  difference 
would  have  either  to  be  flared  or  returned  to  the  formation  if 
each  of  the  other  gas  gathering  systems,  including  the  Royalite 
gas  cap  were  to  deliver  their  share  of  the  market.  To  avoid 
having  to  instal  the  large  size  installation  that  would  be 
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necessary  to  return  all  that  gas  to  the  formation,  a  method  has 
been  proposed  whereby  that  gas  will  enter  the  market  currently 
and  an  equivalent  volume  of  gas  cap  gas  will  be  conserved  in  the 
Royalite  gas  cap.  The  same  applies  with  regard  to  the  residue 
gas  from  the  Gas  &  Oil  Products  plant,  which  is  in  excess  of  its 
share  of  the  market.  In  the  case  of  the  British  American,  the 
position  is  different.  They  have  to  make  provisions  to  return 
this  excess  gas  currently  to  the  gas  cap  in  their  area  and  as 
will  be  noted  in  columns  six  and  seven  the  share  of  the  market 

4 

and  the  actual  deliveries  are  shown  as  the  same  figures.  Follow¬ 
ing  that  system  through  it  will  be  noted  that  the  Royalite  gas 
cap  has  a  share  of  the  market  in  column  six,  of  4,844,000,000, 
but  in  column  seven  it  is  estimated  that  it  will  only  deliver  to 
the  market  2,000,053,000.  During  the  summer  months  when  the  de¬ 
mands  of  the  market  are  less  than  the  volume  of  residue  gas 

» 

available  from  crude  oil  wells,  it  will  in  any  event  be  necess¬ 
ary  to  physically  return  the  excess  residue  gas  from  crude  oil 
wells  to  the  formation  or  to  Bow  Island.  Both  the  gas  stored 
and  the  gas  conserved  estimates  have  been  shown  under  the  indi¬ 
vidual  systems  in  columns  fifteen  to  twenty-two  inclusive,  and 

I  think  the  method  of  distribution  is  clear  without  spending  the 

♦ 

time  to  go  through  it  in  detail.  The  Royalite  gas  cap  position 
is  shown  in  columns  eight,  nine  and  ten,  and  I  note  that  the 
tit  la ’Royalite  gas  cap’’  has  been  omitted  on  the  report  M  2  a, 
table  8.  It  might  be  well  to  write  that  in  over  columns  eight, 
nine  and  ten.  Column  eight  showing  the  volume  that  is  estimated 
that  will  go  to  market.  Column  nine  showing  the  amount  that 
this  is  below  the  withdrawal  permitted  by  the  Brown  Plan. 
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And  Column  10  shewing  the  amount  that  it  is  below  the  ges  cep 
as  shown  below  shTe  of  market*  Now  that  pressure  hes  been 
followed  through  yefr  by  year  until,  according  to  the  ^s emotions 
mede  in  the  reports  there  is  no  crude  oil  ges  coming  to  the 
market.  TVhen  the  time  is  finally  reached  when  the  gas  cep 
operating  under  the  Brown  Plan  will  not  be  able  to  supply  the 
peak,  load  of  the  market.  It  is  then  assumed  r®  we  have 
said,  that  the  Brown  Plan  will  no  longer  be  in  force,  in  the 
present  formula  at  least,  and  the  market  is  supplied  by  the 
gas  cap  of  the  Royalite  area  end  the  B.A.  area  proportionately. 
That  is  carried  down  on  the  method  of  cut-offs  that  are 
explained  for  each  system  in  the  report,  down  to  the  year  1970, 
and  the  totals  that  the  system  will  have  delivered  are  given 
at  the  bottom  of  the  page.  These  figures,  of  course,  are 
based  on  the  assumptions  that  w  have  made  in  our  report. 

If  any  of  those  assumptions  are  ma terially  altered  there 
would  have  to  be  a  re  computet  ion  of  Table '8. 

'Also  in  the  back  of  the  report  M-2 A  is  a  Table  9* 
Table  9  is  constructed  in  much  the  same  wry  as  Table  8,  but 
has  added  to  it  on  the  right  hand  in  Column  14,  the  volume 
of  reserves  that  we  estimated  were  available  as  from  January 
1st,  1944,  and  then  in  the  successive  columns  the  amount  of 
those  .  reserves  withdrawn  each  year,  and  this  process  was 
carried  on  year  by  year  so  th^t  we  wind  up  at  the  bottom  with 
the  amount  of  the  reserves  we  estimate  will  be  still  in  place 
et  the  end  of  the  period  reviewed,  or  in  1970.  That  was 
prepared  as  a  matter  of  convenience  to  everybody  to  show 
how  the  Suggested  systems  would  work  out  in  practice. 

There  was  one  other  point  that  I  might  say  a 
wedd  usefully  on,  and  that  is  the  peak  demand.  As  is  well 
known  this  system  has  a  very  different  load  faotor.  By  that 
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I  mean  the  merket  demands  fluctuate  widely.  The  range  et  the 
present  time  is  from  a  low.  of  20  million  cubic  feet  per  dey 
in  the  summer  ton  maximum  of  e  little  over  80  million  cubic 
feet  in  winter.  During  any  one  day  the  load  can  fluctuate 
widely  varying  from  25  to  40  million  up  to  75  to  80  million 
during  a  Ch’nook  period.  It  became  necessary  to  estimate 
in  whr't  year  those  pe rk  demands  would  be  unable  to  be  met. 

Mr. Connell  explained  the  curves  he  set  up  to  estimate  the 
capacity  of  the  grs  crp  wells  as  the  pressure  of  the  reservoir 
decrersed,  and  it  was  these  ourves  that  we  used  to  obtain 
the  point  at  which  those  peaks  could  no  longer  be  met. 

It  so  happens  the  rate  is  fairlv  ropid,  therefore, 
the  year  which  we  have  shown  as  the  probable  one  in  which 
an  auxiliary  supply  will  be  required  might  be  out  by  a  year 
or  so,  but  it  is  not  likely  to  be  very  far  from  the  correct 
date.  In  estimating  those  peeks  consideration,  of  course, 
must  be  given  to  the  cape. city  of  the  Calgary  lines  as  well 
8S  to  the  actual  load  requirements.  It  hes  been  the  practice 
for  several  years  during  peak  periods  to  turn  the  Foremost 
field  into  the  system  and  to  supply  there  pert  of  the  require¬ 
ments  that  cannot  be  met  from  Turner  Valley. 

DR.  BOOMER:  That  is  to  the  pipe  line  limitation? 

Yes,  to  the  pipe  line  limitation,  and  the  t  does  apply  to 
some  of  the  years  under  review,  but  for  others  the  ‘  estimated 
peak  requirements  of  the  system  are  below  their  capacity. 

That,  I  think,  Mr.  Chairman,  concludes  all  I  have  to  say 
at  the  moment. 

Before  you  leave  these  Tables,  one  thing  I  am  not  so  sure 
of,  in  Table  8,  Column  21,  what  is  the  meaning  of  Gas 
Conserved  by  G.O.P.? 

Well  the  frvO.P.  system  is  on  the  same  basis  as  the  Madison 
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Gas  gathering  system.  It  has  no  provision  of  its  own 
for  returning  gas  to  the  formation.  Therefore,  under  the 
proposed  system  of  sharing  the  market,  which  is  discussed  at 
more  length  in  the  M-4  report  to  be  presented  later,  it  is 
suggested  that  in  order  to  keep  down  the  size  of  the  instal¬ 
lation  at  the  Madison  Plant  for  returning  gas  to  the  limestone, 
the  G.O.P.  gas  will  enter  the  market  to  the  fullest  amount 
available,  and  gas  fro^  the  Royelitc-  gas  cap  will  be  under¬ 
produced  an  amount  equal  to  the  quantity  of  gas  from  G.O.P. 
thr  t  enters  the  market  above  its  sharing  position,  and  in 
order  to  give  that  quantity  a  term  which  could  be  used  by 
everybody,  we  have  called  that  "Gas  Conserved”, 

You  would  not  put  thft  back  into  the  gas  c^p? 

No. 

MR.  CHAMBERS:  'Tr.  S tevens-Guille ,  would  you  turn  to 

the  foreword  in  Exhibit  48? 

To  which  page? 

The  foreword.  You  might  just  deal  with  that,  if  you  please. 

I  have  particular  reference  to  the  second  last  paragraph. 

The  first  part  of  the  foreword  I  have-  already  covered, 
but  the  second  last  paragraph  might  be  as  well  if  I  reed 
that  into  the  record.  There  will  be  no  one  economic  ..... 

THE  CHAIRMAN :  Which  one? 

Exhibit  48. 

THE  CHAIRMAN:  Exhibit  48? 

Yes,  the  foreword,  Sir. 

The  foreword? 

Yes,  and  the  second  last  paragraph.  There-  will  be  no  one 

t 

economic  limit  to  the  life  of  all  wells  in  the  field.  The 
economics  of  production  are  governed  by  several  variable 
factors  such  as  the  number  of  wells  produced  by  the  operator, 
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the  gr s  volume  produced,  the  amount  of  rttention  required  by 
the  well  end  similar  circumst rnces ,  rs  well  as  the  price  of  oil 
and  gas.  The  volume  of  grs  recovered  from  crude  oil  wells 
will  therefore  depend  to  what  degree  unitization  of  groups  of 
wells  is  errried  out,  and  satisfactory  means  are  found  to 
eliminate  wells  being  killed  by  liquid  loading.  The 
estimated  361  billion  cubic  feet,  the  marketable  reserve  quoted 
in  Madison  Report  Ivl— 2  revised,  Exhibit  44. 

MR.  CHAMBERS:  Exhibit  47. 

Yes,  Exhibit  47.  The  marketable  reserve  quoted  in  Madison 
Report  M-2  Revised,  Exhibit  47,  will  be  possibly  obtained 
if  it  is  practical  to  carry  fully  into  effect  unitization 
and  elimination  of  liquid  loading.  If  it  were  found 
impossible  to  do  this,  the  economic  marketable  reserves 
might  be  only  311  billion  cubic  feet. 

In  actual  practice  the  probability  is  that 
the  economic  marketable  reserves  will  be  somewhere  between  the 
311  and  361  billion  cubic  feet. 


(Go  to  page  1197  ). 
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Q,  I  take  it  that  last  paragraph  you  have  just  read  is  your  own 

i  *  4.‘ 

personal  opinion,  having  regard  to  your  experience  in  the  field 
and  your  knowledge  of  the  operations.  Would  that  be  a  fair  way 
of  putting  it? 

A  That,  I  think,  represents  it.  I  think  I  might  enlargo  a  little 
bit  on  what  has  been  stated  there.  It  is  a  very  difficult  thing 
to  go  in  and  estimate  reserves  that  can  economically  be  brought 
to  the  market  when  there  are  so  many  variable  factors  which  are 
for  any  opinions  not  determinable  exactly  and  in  some  oases 
will  aotually  depend  on  occasions  possibly  on  some  of  the  rulings 
of  the  Board.  Therefore  any  report  made  at  this  stage  must 
obviously  be  a  compromise.  We  have  got  to  go  on  the  best  inform¬ 
ation  available  and  make  a  large  number  of  assumptions.  Some  of 
the  factors  that  will  enter  into  it  will  not  be  clarified  for  a 
number  of  years  at  any  rate.  Others  will  be  brought  down  to 
terms  in  which  it  can  be  more  readily  usGd  for  estimating  pur¬ 
poses,  possibly  after  this  Rearing  is  completed,  but  the  opinion 
expressed  at  the  end  here  is  the  best  information  we  can  arrive 
at  at  the  present  tine  and  it  is  merely  offered  as  a  working 
figure  to  use  in  arriving  at  some  of  the  other  factors  that  have 
got  to  be  decided. 

MR.  FENERTY:  Just  a  moment  before  proceeding.  I  was 

rather  curious  to  know  the  purpose  of  that  question,  if  that  was 
the  wi tnesses’ own  personal  opinion  in  regard  to  the  economic 
production,  can  it  be  that  the  company  he  represents  have  dis¬ 
associated  themselves  from  this  opinion  and  this  is  only  the 
personal  opinion  of  this  witness.  I  think  we  should  know. 

MR.  CHAMBERS :  My  position  is  I  am  prepared  to  accept 

the  recommendations  and  statements  of  this  witness. 

MR.  FENERTY:  I  would  assume  that  was  the  company Ts 

position.  Just  so  long  as  we  understand  that. 
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MR.  CHAMBERS:  Just  one  or  two  questions  and  then  I  will 

be  through  with  this  witness  at  this  stage  of  the  Hearing. 

Mr.  Stevens-G-uille  ,  when  did  Royalite  first  put  in  a  gas  gather¬ 
ing  system  for  delivering  gas  to  the  market? 

A  I  was  not  there  at  the  time  but  to  the  best  of  my  recollection 

of  what  I  have  been  told,  it  would  be  back  in  1921  from  Royalite 
1,  2  and  3,  which  are  wells  producing  gas  at  upper  sands  and  not 
from  the  limestone. 

Q,  Then  Royalite  4  came  into  production  when? 

A  In  October,  1924. 

Q,  Now  what  happened  or  what  extensions  were  made  after  Royalite  4 
oame  into  production? 

A  Royalite  4  carried  hydrogen  sulphide  in  the  gas  which  was  not 

the  case  in  Royalite  1,  2  and  3.  Therefore  it  became  necessary 
to  purify  the  ^gas  before  it  could  be  sold  in  the  market  and  a 
scrubbing  plant  was  therefore  designed  and  constructed  and  I 
believe  went  into  operation  for  the  first  time  at  the  end  of 
December  1924. 

0,  Then  it  is  from  about  that  time  that  thQ  gas  supply  to  the  Calgary 
Cas  Company  came  from  what  is  now  known  as  the  gas  cap? 

A  That  is  right.  It  started  as  from  that  date. 

Q,  That  would  be  Royalite  4  well,  that  is  the  first  g as  cap  well, 
is  that  right? 

A  That  is  right  . 

Q,  When  was  the  absorption  plant  built? 

THE  CHAIRMAN:  Mr.  Chambers,  are  you  not  opening  the  door? 

That  might  involve  cross-examination  of  a  very  lengthy  character 
or  is  your  purpose  merely  to  show  a  reason  for  the  shrinkage  in 
the  gas? 

MR.  CHAMBERS:  My  only  purpose  in  leading  this,  and  I  can 

lead  it  later  from  this  witness,  is  to  give  the  Board  and  put  on 
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record  the  history  of  this  field,  a  general  history  of  the 
Turner  Valley  field,  But.  I  an  quite  prepared  to  deal  with  it 
later . 

THE  CHAIRMAN :  I  think  it  would  be  wise,  Mr.  Chanbers. 

MR.  CHAMBERS :  All  right. 

Just  to  summarize  -  probably  you  have  covered  this  but  I  want 
to  make  sure  it  is  in  specific  fom  -  do  I  understand  correctly, 
Mr.  Stevens -Gui lie ,  that  the  total  over-all  volume  of  crude 
well  gas  for  11  years  from  and  including  1945  would  likely  in 
the  aggregate  equal  the  total  aggregate  market  requirements  for 
that  period? 

Yes,  that  is  correct.  That  is  what  our  examination  of  the  sit¬ 
uation  shows  and  as  is  reported  in  the  narrative. 

Can  you  tell  us,  during  this  last  winter  how  much  of  the  peak 
load  demand  was  taken  care  of  by  the  gas  from  the  crude  wells? 

I  think  I  have  that  here.  Yes,  on  the  peak  load  day  63  per  cent 
of  the  load  was  supplied  from  the  gas  cap. 

MR.  BLANCHARD:  What  date  would  that  be? 

MR.  CHAMBERS :  I  have  asked  for  the  crude  wells. 

Well  the  balance  of  37  per  cent  would  have  been  supplied  by  the 
crude  oil  wells. 

MR.  HARVLE :  When  would  that  be,  this  winter? 

Yes,  it  was  in  January.  I  oannot  give  you  the  exact  date  out  of 
my  head. 

But  it  was  this  winter? 

Yes. 

t 

MR.  STEER:  What  was  the  total  volume? 

The  total  volume  processed  at  the  gasoline  plant  on  that  day 
was  97,535,000*  Actually  I  have  the  date.  It  was  December  31st, 
1944. 

MR.  CHAMBERS :  For  the  purposes  of  the  record,  can  you 

give  us  it  in  cubic  feet  rather  than  in  per  centage?  Have  you 
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that  available? 

Yes,  the  amount  of  crude  oil  gas  processed  in  the  gasoline  plant t 
that  day,  which  ultimately  went  to  market,  was  34,  694*000 
cubic  feet 

Turning  to  page  6  of  Exhibit  47,  and  I  am  referring  to  the  third 
paragraph.  There  is  a  comparable  statement  on  the  same  page  of 
Exhibit  48.  Now  this  is  the  question.  Why  do  you  say  there  in 
those  paragraphs  that  when  the  annual  deliveries  from  the  field 
droppod  to  7.4  billion  cubic  feet  in  the  case  of  Exhbit  47  and 
7.6  billion  cubic  feet  in  Exhibit  48  -  and  those  figures  as  I 
understand  it  are  about  60  por  cent  of  the  market . 

That  is  right. 

That  at  that  stage  tho  operations  in  the  field  will  CGase .  Why 
do  you  make  that  statement? 

Well  that  is  an  entirely  arbitrary  assumption.  At  this  time 
ahead  it  is  not  possible  to  state  what  the  situation  in  the 
Calgary  area  supplied  by  this  system  will  be,  what  other  sources 
of  supply  of  gas  will  be  available  and  therefore  it  is  just  a 
question  of  whether  the  operation  would  close  down  in  that  year 
or  possibly  a  year  or  two  earlier  or  possibly  a  year  or  two 
later.  Tho  supply  would  naturally  be  a  diminishing  proportion 
of  the  total  requirement  as  the  years  wont  on  and  it  would  only 
be  two  or  three  years  subsequent  to  the  date  indicated  that  there 
would  bo  sufficient  to  supply  any  appreciable  quantity  of  the 
market . 

Now  would  you  turn  to  Table  5  of  Exhibit  47  and  merely  for  the 
purposes  of  the  record  I  am  putting  this  question,  As  I  under¬ 
stand,  according  to  that  Table  5  of  Exhibit  47  the  Madison  system 
will  handle  from  1944  to  1964,  both  inclusive,  145.7  billion 
cubic  feet  of  wet  gas  or  120.58  billion  cubic  feet  of  dry  crude 
gas. 
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A  That  is  correct. 

Q,  And  then  merely  for  the  purpose  of  getting  the  same  estimate 
on  the  basis  of  Exhibit  48,  would  you  turn  to  Table  5  of 
Exhibit  48,  and  it  is  ay  understanding  that  according  to  Table  5 
of  Exhibit  48,  the  Madison  system  will  handle  from  1944  to  1955, 
both  inclusive,  96.7  billion  cubic  feet  of  wet  crude  gas. 

A  That  is  correct. 

Q,  Or  80.1  billion  cubic  feet  of  dry  crude  gas. 

A  Yes,  those  figures  are  correct. 

Q  Now  Mr.  Stevens-Guille,  I  understand  that  you  have  prepared  for 
the  convenience  of  the  Board  and  other  parties,  a  summary  of  the 
different  estimates  that  have  been  made,  converting  that  summary 
as  of  January  1st,  1944. 

A  That  is  correct. 

SUMMARY  OF  GAS  RESERVES-  ESTIMATED 
FOR  THE  TURNER  VALLEY  FIELD  AVAILABLE 
TO  MARKET  NOW  MARKED  EXHIBIT  50. 

Q,  Have  you  anything  to  say  in  explanation  of  Exhibit  50? 

A  These  figures  have  been  taken  from  the  reports  made  by  previous 
witnesses  all  corrected  to  the  one  date,  January  1st,  1944,  and 
broken  down  into  the  same  areas,  the  sole  object  being  one  of 
easy  comparison  of  the  different  estimates  that  have  been  sub¬ 
mitted. 

MR.  CHAMBERS:  This  is  the  only  examination  I  can  make 

of  this  witnoss  at  this  stage. 


(Go  to  page  1202/ 
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CROSS-  EXAMINATION  BY  MR.  STEER: 

Q,  Mr.  stevens-Guille ,  whet  would  you  sey  as,  -  you  mey  have  answered 
this,  but  whet  do  you  say  as  to  the  possibility  of  crude  oil  wells 
operating  at  a  250  pound  closed-in  pressure? 

A  Well  that  is  a  question  that  I  am  only  familiar  with  in  a  rather 
more  general  way. 

MR.  BLANCHARD:  Is  that  the  gas,  Mr.  Steer? 

* 

MR.  STEER:  No,  the  crude  oil,  the  crude  oil  wells 

operating  economically  at  250  pounds  closed-in  pressure. 

MR.  BLANCHARD:  Produced  as  oil  wells? 

MR.  STEER:  Oh  well,  operating,  will  produce  anything, 

to  operate  economically  and  I  take  it  that  means  that  a  men  who 
is  in  the  business  making  money  out  of  the  production  of  a  well 
would  operate. 

THE  WITNESS:  Well  as  I  started  to  reply,  that  is  a 

phase  of  the  operations  that  I  am  only  familiar  with  in  a  more 
genera  1  wsy  and  there  are  obviously  many  factors  involved  in  the 
economic  operation  of  a  well  and  I  do  not  think  that  you  can  make 
a  generalized  answer  because  those  factors  will  vary  from  end  to 
end  of  the  field  according  to  particular  circums t ences  and  the 
operation  of  each  well  .or  conditions  and  also  according  to  the 
general  system  of  producing  the  well,  whether  it  is  done  by  a 
smell  unit  or  whether  the  well  is  one  of  a  large  Qroup  of  wells 
operated  by  one  operator. 

Q  MR.  STEER:  Should  I  have  asked  Mr.  Connell  that  question 

A  He  is  more  familiar  with  the  operating  conditions  of  the  wells, 

q  I  see.  In  any  event  we  have  been  furnished  this  morning  with  this 

statement  and  Mr.  Connell  put  a  foot  note  to  the  effect  that  "It  is 
my  opinion  that  it  will  not  be  economical  to  produce  the  crude 
wells  down  to  a  reservoir  pressure  of  350  pounds",  -  would  you  care 
to  give  us  your  comment  on  that? 
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As  I  have  just  said,  Sir,  I  am  not  as  f  .ami  liar  with  the  operating 
conditions  of  the  wells  as  Mr.  Connell  is,  that  is  his  field  and 
I  have  not  studied  the  point  as  he  has. 

Now  on  page  2  of  Exhibit  47  you  state  the  estimated  market,  - 
perhaps  you  will  tell  us  what  figure  you  used  "At  the  average 
estimated  market  this  will  provide  a  source  of  supply  for  some 
31  years”,  will  you  tell  us  the  figures  you  used  for  that? 

Do  you  mean  year  by  year  or  the  actual  average  figure? 

I  think  perhaps  we  had  better  have  it  year  by  year? 

As  I  mentioned  at  first,  as  I  went  along,  that  is  the  subject  of 
a  subsequent  submission,  what  the  ectual  estimated  market  view 
was  but  I  am  perfectly  familiar  with  it  if  you  wish  me  to  give  it, 
to  go  into  it  now. 

So  long  as  we  are  going  to  get  it? 

MR.  CHAMBERS:  Is  that  there? 

Not  in  detail,  that  is  only  the  total  end  Mr.  steer  wanted  to  know 

how  we  arrived  at  the  estimated  market  in  some  detail. 

MR.  STEER:  Yes,  and  that  is  found  in  your  submission  M-4? 

That  is  correct. 

And  that  will  be  dealt  with  later? 

Yes. 

I  was  going  to  ask  you  how  you  estimated  the  peak  load  in  future 
years? 

I  did  touch  on  that,  Mr.  Steer.  We  used  load  factor  diagrams  drawn 
on  past  experience  and  when  necessary  we  adjusted  them  for  such 
changes  as  had  been  assumed,  such  as  for  example,  the  ammonia  plant 
being  shut  down  according  to  the  assumption  and  taking  no  gas  from 
1947  onward  and  we  analyzed  the  load  conditions  in  detail  with  the 
use  of  those  diagrams  and  arrived  at  the  peak  load,  the  duration 
of  the  peak  load  and  computed  our  figures  from  those  bases. 
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Q,  And  when  you  ere  deeling  with  "Peeks”,  as  I  understend  it,  you  say 
the t  the  greatest  amount  that  can  be  supplied  through  the  presently 
existing  pipeline,  due  to  the  capacity  of  the  pipeline,  is  between 
80  and  85  million? 

A  The t  would  appear  to  be  the  indicated  figure  from  the  experiences 
of  the  past  winter. 

Q  Yes.  Now  there  are  days  when  the  peak  is  considerably  more  than 
that  80  to  85  million? 

A  Yes. 

Q,  And  in  the  t  case  the  surplus  that  is  required  would  have  to  be 
obtained  from  Foremost? 

A  Yes,  that  is  right. 

Q,  MR.  HARVIE:  That  80  to  85  million,  is  that  the  capacity 

of  the  pipeline  from  Turner  Valley  through  to  Calgery  or  is  it 
the  whole  pipeline  system? 

A  No,  the  pipeline  from  Turner  Valley  to  Calgary,  including  the  six 

and 

inch  line  that  goes  to  Okotoks/ joins  the  G- as  Company’s  16 
inch  line  at  that  point,  the  14  inch  line  which  joins  the  16 
inch  line  South  of  Midnapore  and  the  10  inch  line  which  goes 
directly  to  Calgary. 


MR. 

HARVEY:' 

O) 

I  just  ask 

another  question  the 

Mr. 

St  eer? 

MR. 

STEER: 

Yes 

certainly. 

MR. 

HARVIE: 

Do  I  understand 

that  the  estimated 

amount  of  market  would  include  Lethbridge  as  well  as  Calgary? 

A  Ch, certainly.  The  market  is  the  total  amount  of  gas  that  we 

deliver  to  the  Canadian  Western  System;  where  they  distrib¬ 
ute  it  to  is  another  point  that  we  do  not  have  to  take  into 
account . 

0  Well  part  of  the  -peak,  if  I  may  use  that  word  would  be  • 
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going  to  Lethbridge? 

A  Well  you  are  getting  into  the  mechanics  of  the  Gas  Comp¬ 
any’s  distribution  system  and  that  is  really  going  a 
little  outside  my  sphere. 


MR. 

HARVIE : 

Very  well. 

Q 

MR. 

STEER: 

There  was  some  evidence  given,  Mr 

St evens-Gui lie ,  that  Miracle  3  had  been  abandoned  as  a 
producing  well,  do  you  know  about  that? 

A  I  have  no  particular  knowledge  of  it. 

Q,  You  do  not  know  why? 

A  No ,  I  cannot  say  I  do. 

Q  I  suppose  that  is  another  thing  I  should  have  asked  Mr. 
Connell,  should  I? 

A  He  might  know,  I  do  not  know.  We  do  not  operate  Miracle  3, 
we  do  not  operate  that  well. 

Q ,  What  I  was  interested  in  is  whether  we  will  find  other  wells 

that  have  to  be  abandoned  in  the  future  for  the  same 
reason  that  Miracle  3  was  abandoned? 

A  Well  I  cannot  answer  that  because  I  do  not  know  specifically 
why  Miracle  3  was  abandoned. 

Q,  You  would  expect  that  between  now  and  20  years  henee  quite 
a  large  number  of  wells  that  are  producing  today  would  be 
abandoned? 

A  Oh  I  think  undoubtedly,  some  will  be  abandoned. 

%  For  various  reasons? 

A  Others  have  been  abandoned  already. 

Q  For  various  reasons? 

A  For  various  reasons. 

Q  It  might/that  all  the  economic  production  has  been  obtained? 

A  In  certain  cases,  yes. 
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And  there  might  be  operating  difficulties  which  would  cause 
abandonment? 

Yes. 

In  estimating  the  capacity  of  your  system  to  meet  peeks, 

would  the  possibility  of  the  abandonment  of  some  of  these 

wells  be  considered  or  would  it  make  any  difference? 

By  the  time  the  peak  load  situation  becomes  acute  the  crude 

reached 

oil  wells  will  have/peak  lines,  where  their  volume  is  on 
insignificant  amount  of  the  total  and  dependence  will  be 
largely  on  the  Royalite  gas  cap  and  the  wells  on  the 
Royalite  gas  cap,  I  do  not  suppose  will  be  abandoned  because 
their  obvious  function  is  to  supply  that  gas  when  it  is  re¬ 
quired  . 

There  would  not  be  an  operating  difficulty  in  gas  cap  wells 

that  would  lead  to  their  abandonment  to  the  same  degree  as 

that,  is  that  what  you  are  saying,  as  of  the  crude  oil  wells? 

Well  I  do  not  think  there  is  any  cause  to  anticipate  operat- 

unless 

ing  difficulties  you  are  referring  to  liquid  loading,  is 
that  what  you  are  referring  to? 

I  do  not  know,  I  just  want  your  opinion? 

Well  let  me  frame  my  answer  this  way,  I  do  not  see  any 
reason  to  anticipate  mechanical  difficulties  in  the  way  of 
casing  or  anything  of  that  sort  in  any  of  the  gas  cap  wells. 
There  is  also  the  question  of  liquid  loading  end  as  Mr. 
Connell  explained  yesterday,  in  estimating  the  capacities 
of  these  wells  he  took  that  part  into  account. 

Yes.  I  was  interested  in  your  statement  this  morning  that 
in  your  opinion  there  would  be  no  more  oil  drilling  after 
1945? 

”In  Turner  Valley”,  I  should  add  if  I  didn’t. 
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Q  Quite  so,  I  understood  that.  Would  you  think  that  all  the 
drilling  which  is  going  to  be  done  for  the  purposes  of 
finally  limiting  the  North  end  is  going  to  be  done  by  1945? 

A  Well,  Mr.  steer,  the  problem  there  is,  the  drilling  programs 

change  almost  from  month  to  month.  At  the  time  we  started 

to  make  these  figures  up,  which  was  several  months  ago,  the 

the 

outlook  appeared  to  be  that/drilling  as  then  contemplated 
would  be  completed  during  1945,  Since  then  there  has  been 

I 

a  change  in  outlook  but  it  does  not  really  disturb  our 
figures  to  any  material  degree.  If  there  are  extensions 
of  the  North  end  for  example,  if  they  were  made,  then  of 
course  there  would  be  additional  gas  available  to  that 
estimated  on  in  our  report. 

Q  Yes? 

A  Which  would  in  part  affect  the  situation. 

Q,  You  were  giving  out  some  figures  on  the  peak  load  today 

during  last  winter  and  I  should  by  now  know  how  to  transpose 
wet  gas  figures  to  dry  gas  figures  but  perhaps  you  can  tell 
us;  you  gave  us  the  figure  of  97  million  534  thousani 
through  the  absorption  plan,  whet  would  that  be  delivered 
into  the  system  as  dry  gas? 

A  Well  the  actual  figure,  the  actual  total,  gas  draw  on  that 
peek  load  day  was  80  million  200  thousand,  or  very  close 
to  that  figure. 

Q,  I  should  have  asked  you  this  question,  Mr.  St evens-Guille , 
have  you  made  computations  of  the  amount  of  gas  that  will 
saved  to  the  market  by  reason  of  the  schemes  which  we  are 
considering? 

A  Well  that  can  be  arrived  at  from  the  figures  which  we  have 
submitted.  The  schemes  bring  into  the  market  gas  from  the 
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B.A.  end  G.O.P  areas  and  therefore  the  amount  is  the  total 
of  the  gas  from  those  areas  that  would  actually  reach  the 
market.  I  have  not  got  that  totalled  up  now,  Mr.  Steer. 

Q,  I  wonder  if  you  would  do  that  for  me,  give  me  the  benefit 
of  your  opinion  as  to  the  amount  that  would  be  saved,  I  do 
not  care  whether  you  do  it  now? 

A  I  will  get  that. 

MR.  STEER:  Thank  you. 

Q,  THE  CHAIRMAN:  And  would  there  be  crude  oil  gas  to  be 

added  to  that  figure? 

A  That  will  be  crude  oil  and  gas  cap  gas. 

Q,  But  you  are  getting  gas  from  the  North  end , are  you  not,  as 
a  result  of  this  scheme  which  you  previously  did  not  get, 
you  looped  your  line  to  the  North  end  of  the  field  and  put 
in  an  extension  to  the  British  Dominion  and  you  are  getting 
gas  from  those  areas  which  you  did  not  get  before,  is  that 
not  right? 

A  Well  of  course  the  collection  of  gas  from  the  North  end  was 
under  way  before  this  scheme  came  into  effect. 

Q  Well  it  may  h^ve  been,  Mr.  Stevens-Guille ,  but  there  was  a 
lot  of  negotiating  done  before  ever  the  scheme  was  put  into 
force  and  I  am  not  going  to  part  with  any  of  my  share  of the 
credit  for  having  conserved  gas  at  the  North  end  of  the 
f  i  e  Id  . 

MR.  CHAMBERS:  I  think  for  the  benefit  of  the  witness 

* 

we  should  know  clearly  and  have  it  on  the  record  whst 
computation  Mr.  Steer  wants  him  to  make. 

MR.  STEER:  I  should  like  to  get  the  benefit  of  Mr. 

Stevens-Guille ’ s  opinion  as  to  the  amount  of  gas  that  is 
going  to  be  made  available  for  market  as  a  result  of  this 
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scheme, 

MR.  CHAMBERS :  What  do  you  mean  by  r,as  a  result  of  this 

scheme rt? 

MR.  STEER:  I  do  not  know  that  I  con  sa'y  anything 

more.  Perhaps  it  would  be  as  a  result  of  orders  of  the  Board. 
THE  CHAIRMAN:  Just  exactly f  Mr.  Steer.  Not  the  pious 

hope  that  existed  prior  to  the  orders  of  the  Board. 

MR.  STEER:  Now  if  Mr.  St evens-Gui lie  would  choose 

to  divide  it  up  so  as  to  take  core  of  the  situation  between 
you  end  him,  I  would  be  very  happy. 

THE  CHAIRMAN:  We  will  adjourn  for  five  minutes. 

(A  short  ad journment . was  here  taken) 
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MR.  BLANCHARD:  Mr.  Chairman,  while  we  are  waiting  for  Dr. 

Boomer  I  might  mention  this.  Dr.  Katz  has  been  working  on  some 
mathematical  computations  to  try  and  find  a  method  of  estimating 
the  capacity  for  gas  and  oil  wells  and  he  has  prepared  some  fig¬ 
ures  for  a  discussion  of  the  matter  which  has  been  passed  around 
to  the  engineers  and  suggests  that  all  engineers  have  a  round 
table  conference  with  him  just  to  discuss  the  method  he  suggests 
with  the  idea  of  seeing  if  it  can  be  developed  into  something 
useful  for  .the  purposes  of  this  hearing  and  the  suggestion  he 
made  was  that  the  engineers  meet  today  after  the  hearing,  and 
perhaps  it  would  not  be  suitable  for  everybody,  and  I  would  like 
to  know. 


THE  CHAIRMAN:  Can  that  be  arranged  that  all  the  engineers 

meet  with  Dr.  Katz  this  afternoon  after  we  adjourn? 

MR.  CHAMBERS:  That  is  all  right  so  far  as  Mr.  Stevens- 

Gruille  and  Mr.  Connell. 

MR.  STEER:  Yes  sir. 

MR.  MCDONALD:  Yes  sir. 

MR.  DAVIES:  Yes  sir. 


DR.  BOOMER:  That  meeting  will  be  held  in  the  Conser¬ 

vation  Board  office,  in  Mr.  Goodall’s  office. 

THE  CHAIRMAN:  Mr.  McCutchin,  is  that  agreeable  to  you? 

MR.  Me CUT CHIN:  Yes  sir. 

THE  CHAIRMAN:  Is  your  cross-examination  finished  in  the 


meantime  Mr.  Steer? 

MR.  STEER:  Yes  sir,  I  would  like  to  have  an  oppor¬ 

tunity  of  putting  that  question  to  Mr.  Connell  later  and  it  is 
understood  that  Mr.  Stevens-Guille  will  be  good  enough  to  prepare 
a  statement  in  answer  to  the  question,  at  least  of  gas  saved. 
CROSS-EXAMINED  BY  MR.  FENERTY : 

Q,  Mr.  Stevens-Guille,  as  I  understand  the  situation,  Mr.  Connell’s 
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•  * 

A 

Q, 


raport  deals  with  the  actual  volume  of  gas  in  the  field  and  yoi. 
endeavoured  to  obtain  the  economic  marketable  reserves,  apply¬ 
ing  certain  principles  to  those  figures  given  by  Mr*  Connell. 

And  I  see  in  one  of  the  earlier  reports  M  3,  the  available  mark¬ 
ets  described.  Those  terms  I  take  it  in  your  mind  are  synony¬ 
mous.  I  saw  a  name.  I  just  want  to  refer  to  the  name.  You  did 
have  a  report  of  February  1945  in  which  you  describe  certain 
reserves  as  available  market  reserves.  Is  that  right? 

That  is  right,  yes. 

THE  CHAIR' IAN:  That  is  computed  or  arrived  at  In  a  manner 

different  to  your  reserves  in  your  Exhibits  47  and  48? 

That  is  correct. 

MR.  FENERTY:  I  take  it  in  your  mind  the  terms  are  more 

t 

or  less  synonymous  as  available  is  a  thing  that  can  be  econom¬ 
ically  produced.  That  is  what  you  mean? 

To  a  certain  extent,  yes,  but  it  does  not  follow  if  it  is  carried 
too  far,  that  those  two  things  remain  synonymous. 

We  will  see  how  far  we  con  carry  on.  You  do  refer  throughout  in 
these  two  reports  Exhibits  47  and  48,  M  2  revised  is  47.  The 
purpose  of  the  report  is  to  show  what  proportion  of  these  reserves, 
those  are  the  actual  reserves,  shown  by  Mr.  Connell  are  economic¬ 
ally  marketable,  and  then  you  refer  in  the  next  paragraph  to 
certain  calculations  which  in  turn  give  the  volume  that  would  be 
flared  as  uneconomical  to ‘gather  and  so  on  to  the  last  para¬ 
graph  on  that  page.  The  reserves  estimated  by  Mr.  Connell  which 
can  be  economically  delivered  to  the  market.  Now  I  wonder  if  we 
are  talking  about  the  same  thing  when  we  talk  about  economical 
delivery  and  economical  gathering  and  what  the  economical  reserves 
are.  I  take  it  that  you  are  referring  to  something  which  can  be 
handled,  put  in  laymen's  language,  say  handled  without  pecuniary 
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loss.  Is  that  a  fair  definition? 

A  No  I  do  not  think,  Mr,  Fenerty,  that  would  be  a  definition  to 
cover  the  word  as  it  is  being  used  here. 

Q,  You  do  not  agree  with  that  one.  Now  I  took  the  trouble  to  look 
up  some  of  our  dictionary  definitions  of  economic  position  and 
so  on.  As  I  understand  it  we  are  now,  your  Company  and  those 
engaged  in  oil  production  and  gasoline  production,  they  are 
engaged  in  commercial  transactions? 

A  Tha  t  is  so . 

Q,  That  is  right.  It  is  a  matter  of  dollars  and  cents  and  my 

understanding  of  the  economic  position  of  any  operation  involv¬ 
ing  dollars  and  cents  is  that  the  economic  position  is  one,  to 
use  a  dictionary  definition,  which  is  maintained  for  the  sake 
of  profit.  Would  you  say  that  was  a  fair  definition  of  econ¬ 
omic  position  under  a  commercial  operation.  It  is  a  position 
which  must  be  maintained  in  order  to  make  a  profit  or  in  order 
not  to  make  a  loss? 

A  That  is  what  is  generally  understood. 

Q,  This  whole  thing  is  bound  up  in  whether  or  not  this  thing  can 

be  handled  without  loss? 

A  That  is  so. 

Q,  And  that  is  the  only  thing  that  can  be  involved  in  the  econom¬ 
ics  if  tha  position,  is  it? 

A  Well  I  think  if  I  was  to  make  just  a  short  explanation  of  the 
circumstances  under  which  these  reports  were  prepared,  Mr. 
Fenerty,  it  might  save  quite  a  bit  of  time. 

Q,  Well  I  tell  you,  I  am  going  to  let  you  explain  this  as  much  as 
possible  to  my  friend,  and  I  would  like  to  pursue  my  line  of 
thought  a  little  further  and  see  where  I  have  got  off  the  track. 
MR.  CHAMBERS:  I  submit  this  witness  in  response  to  your 
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question  should  be  permitted  to  make  his  answer. 

MR.  FENERTY:  All  right,  let  him  give  it  now. 

A  The  use  of  the  word  '^economic"  I  have  thought  before  might  not 
have  been  perhaps  the  best  choice.  That  is  rather  forcibly 

t 

brought  heme  to  me  now.  The  position  we  were  in  was  to  pre¬ 
pare  some  estimate  of  what  amount  of  the  total  gas. that  Mr. 
Connell  hed  estimated  would  be  present  down  to  certain  oper¬ 
ating  conditions,  might  be  brought  to  the  market.  The  posit- 

i 

ion  already  existed  where  certain  installations  were  made,  tak¬ 
ing  the  south  end  of  the  field  first.  There  were  certain 
installations  already  installed  or  being  installed  at  the  time 
this  report  was  mode  and  the  same  applies  to  the  Gas  &  Oil 
Products  area.  Now  it  will  be  noticed  that  I  have  not  sugg¬ 
ested  anywhere  in  this  report  that  there  shall  be  any  addition 
to  those  systems.  It  might  have  been  fortunate  that  it  happ¬ 
ened  that  way,  but  it  is  a  fact  that  it  did  so  happen  that 
according  to  my  estimated  figures  the  equipment  already  in¬ 
stalled  could  handle  the  reserves  Mr.  Connell  had  estimated. 


(  Go  to  Page  1214  ) 
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A  That  is  so  for  what  value  it  might  have,  I  have  shown  here 
what  those  volumes  are  likely  to  be.  Goming  now  to  the 
North  end  it  is  true  that  in  here,  in  my  report,  both 
Exhibits  47  amd  48,  I  have  shown  that  certain  additions 
will  have  to  be  made  to  the  compressor  installations  to  make 
available  to  the  market  a  certain  proportion  of  the  reserves 
estimated  by  Mr.  Connell,  but  that  has  been  done  on  general 
lines,  and  those  installations  would  have  had  to  have  been 
made,  if  not  in  exactly  the  same  form  and  on  the  seme  date, 
they  would  have  to  have  been  made  in  the  course  of  time  in 
any  event,  If.  the  market  in  Galgery  wee  to  be  continued  to 
be  supplied  from  Turner  Valley.  I  do  not  cleir  that  I 
heve  shown  here  that  the  gas  indicated  to  be  collected 
under  these  systems  will  necessarily  be  economic  in  the 
sense  that  the  whole  system  will  be  one  which  returns  8 
profit.  That  is  something  that  can  not,  in  my  opinion, 
be  decided  at  this  stage.  There  are  so  many  other  factors  yet 
to  be  discussed  and  for  rulings  to  be  made  on  which  would 
enter  into  the  situation  before  it  could  be  stated  in  any 
particular  case  whet  profit  the  system  would  make  over  the 
life  of  this  project. 

Q,  MR.  FE NERTY :  Yes. 

A  So  that  it  mpv  b,  that  t  hr-ve  misused  th  .  word  economic *in 

having  it  at  the  top  of  the  report  at  all. 

q  I  do  not  think  so.  I  find,  and  T  turn  to  vour  report, 

Exhibit  48,  Exhibit  47,  page  1,  third  paragraph,  you  say  - 
no,  wait  a  minute  now.  No,  Exhibit  48,  third  paragraph, 
you  say  "There  will  be  no  economic  limit  to  the  life  of 
all  wells  in  the  field.  The  economics  of  production  are 
governed  by  several  variable  factors  such  as  the  number  of 
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wells  produced  by  the  operator,  the  gas  volume  produced,  the 
amount  of  attention  required  by  the  well  and  similar  circum¬ 
stances,  as  well  as  the  price  of  oil  and  gas.”  We  are 
getting  right  down  to  it  now,  are  we  not?  And  I  take  it 
that  you  have  considered  the  factors  on  which  the  economio 
production  depends  when  you  are  going  to  give  us  an  opinion 
on  the  economic  production? 

No  sir.  T  cannot  give  jrou  an  opinion  as  to  what  those 
prices  should  he.  What  we  have  done  here-  is  to  show  that 
somewhere  between  two  figures,  311  and  361  billion  in  our 
opinion  insofar  as  we  can  .judge  from  the  facts  presently 
known,  that  volume  of  gas  may  reasonably  be  considered  to 
be  gas  available  for  use  in  the  market. 

Q,  Yes,  but  I  may  not  be  satisfied  .with  it,  without  the  proof 
of  it  or  the  break-down,  and  I  am  going  to  get  the  break¬ 
down,  because  that  brea  k-down  might  hrve  a  different  meaning 
to  me,  and  that  is  the  purpose  of  the  cross-examination. 

A  A  lot  of  these  points  are  not  definitely  susceptible  to 
proof.  They  ere  e,  met  ter  of  opinion. 

Q,  I  presume  thet  your  opinion  is  based  on  such  facts  es  are 

available  to  your  compeny,  is  thet  e  feir  wey  of  putting  it? 

A  Thet  is  e  rather  broad  way  of  putting  it. 

Q,  Let  us  get  down  to  a  concrete  case.  You  say  here  in 
Exhibit  47  that  to  derive  the  marketable  reserve  from 

t 

the  total  reserves,  consideration  had  to  be  given  to  a 
great  many  factors,  the  most  important  of  these  being  the 
estimated  operating  conditions  of  wells  from  year  to  year, 
from  which  the  most  suitable  operating  pressures  for  gas 
gathering  systems  were  determined,  which  in  turn  gave  the 
volume  of  gas  that  would  be  processed  by  the  several  plants. 
Now  what  do  you  mean  by  those  several  plants?  Do  you  mean 
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A 

Q. 

A 

Q 

A 

Q. 

A 

Q. 

A 

Q, 


A 


t be  absorption  plant  and  the  scrubbing  plant? 

1  mean  137  each  of  the  gas  gathering  systems  covered  in  the 
report,  that  would  be  the  B.A.  gas  gathering  system  and  the  G.O.P 

But  you  do  not  process  it  in  gathering  it?  You 

put  it  through  your  various  processes  and  your  scrubbing 

processes  ? 

That  is  right. 

So  that  you  mean  this,  those  are  the  only  processing  plants, 
perhaps  you  call  them  compressor  processing? 

No.  All  the  gas  that  ultimately  goes  to  market  has  been 
processed  by  gasoline  plants  before  it  reaches  the  market. 

consideration  to  that,  I  take  it, 

To  what? 

To  what? 

To  the  processing  and  the  results 

Well  I  do  not  follow  in  which  way,  Mr.  Fenerty? 

All  right?  We  come  to  this,  "The  volume  of  gas  that  would 

be  processed  by  the  several  plants  and  the  volume  that 

c 

would  be  flared  as  uneconomical  to  gather.”  Now  what 
yardstick  did  you  have  in  talking  about  the  volume  of  gas 
that  is  uneconomical  to  gather?  If  it  cost  2  cents  or 

2  dollars  a  thousand,  or  does  it  make  any  difference  to 
you? 

No,  I  did  not  have  to  have  an  exact  figure,  because  it  is 
quite  obvious  that  if  you  get  a  system  and  you  have,  got  a  large 
volume-  of  gas  being  used,  and  you  would  have  to  instal  large 
increases  in  it  to  gather  a  small  additional  volume,  that 
is  not  going  to  be  an  economic  thing  to  do. 

Now  let  us  pursue  that  for  a  moment,  it  may  pay  to  do  it 


•And  you  had  to  -give 
didn’t  you? 

MR  .  CHAMBERS  : 

WITNESS : 

MR.  FENERTY: 

of  the  processing? 
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ssy  8 t  ^10.00  per  M.  feet,  might  it  not,  but  it  would  not  pay 

/ 

if  you  got  2  cents,  is  that  not  the  fact? 

A  Ob,  that  is  quite  correct.  Anything  that  is  mechanical 

possibly  can  obviously  be  done,  if  somebody  is  willing  to 
pay  whatever  the  cost  might  be  to  do  it. 

Q.  Then  when  you  talk  about  economical  production,  are  you 

basing  that  on  the  existing  prices  of  gas  or  any  prices  of 
gas? 

A  Well  as  I  have  already  said,  Mr.Fenerty,  as  far  as  the  B.A, 
and  the  G.C.P.  systems  went,  T  did  not  have  to  take  those 
things  into  consideration,  ss  it  so  happened,  because  the 
existing  installations  will  handle  all  the  gas  I  have  estimated 
will  be  there  to  be  handled  for  the  life  of  thene  projects 
with  very  very  small  amounts  excepting. 

Q,  Perh8ps  you  end  I  do  not  mean  the  same  thing  about  something 
that  is  economical  to  produce.  I  do  not  know  how  you  heppen 
to  nick  on  that,  and  T  do  not  know  why  you  modify,  if  it  is 
not  based  on  economics,  why  you  modified  the  figures  in  the 
other  report  at  all,  but  T  suggest  to  you  that  you  have  been 
called  as  a  witness  volunteering  information  on  economic 
production,  end  what  is  meant  by  it,  and  if  the  Board  will 
permit  me,  I  am  trying  to  get  the  factors,  what  goes  into 
the  production  of  this  gas.  Now  you  did  say  that  you  had 
considered  price  of  oil  and  the  price  of  gas? 

A  No  sir,  I  do  not  think  that  that  is  my  statement.  I  say 
that  those  things  enter  into  it.  They  have  to  be  con¬ 
sidered  and  they  certainly  would  have  to  be  considered. 

If  oertein  prices  would  be  set,  undoubtedly  this  report 

would  have  to  be  revised.  This  report,  perhaps  I  can 

\ 

remove  an  idee  there,  this  report  does  not  purport  to  be 
e  final  answer.  It  is  merely  e  contribution  for  whet  it 
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may  or  mey  not  be  worth  at  this  stage  of  the  proceedings. 

Q,  All  right.  Did  you  give  any  consideration  to  the  price  of 
gas? 

A  Well,  as  I  have . 

Q  In  determining  the  economic©  factor? 

A  As  I  have  already  said,  Mr.Fenerty,  I  did  not  have  to  give 
any  consideration  to  it  in  the  case  of  B.A.  and  G.O.P., 
because  the  existing  installations  handle  the  estimated 
amount  of  gas  and  I  assumed,  rightly  or  wrongly,  that  since 
those  installations  are  in  they  will  be  operated.  I  have 
said,  however,  that  should  they  not  bo  operated,  the  figures 
that  I  have  submitted  will  have  to  be  revised.  I  am  not 
making  a  statement  whether  it  will  or  will  not,  or  whether 
it  will  be  economic  or  not  to  do  so. 

Q,  But  you  are  telling  me  now,  if  I  spore  elate  it,  that  your 
figures  have  nothing  to  do  with  the  economic  production 
whatsoever.  Is  that  what  you  are  coming  to? 

A  Not  nothing  to  do,  because  they  are  related  with  the  situation 
as  it  is  at  present,  and  those  things  have  been  installed 
and  people  are  operating  them.  It  has  been  presumed 
without  further  knowledge,  that  they  are  being  operated 
economica lly . 

Q,  Now  I  am  going  to  try  to  find  out  from  you,  as  the  export 

called  to  give  us  the  economic  figures,  what  are  the  actual 
economic  figures.  I  have  got  you  on  the  stand,  and  with 
the  permission  of  the  Board  I  am  going  to  try  to  get  them 
because  I  think  they  are  available  amongst  your  company’s 
records.  Now  hrve  you  given  any  consideration  -  you 
have  given  consideration  to  the  volume  of  this  oroduct  we 
are  discussing,  the  volume  of  gas  that  is  available? 

A 


Yes 
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Q  Hrve  you  given  any  consideration  to  the  values  it  contains 
at  all? 

A  What  do  you  mean  by  the  values  it  contains? 

Q,  What  is  that? 

A  What  do  3^ou  mean  by  the  values  it  contains? 

Q,  Well,  as  I  look  at  the  situation,  when  you  come  to  something 
that  can  be  economically  dealt  with,  you  have  three  things 
to  consider.  See  if  you  will  go  this  fsr  with  me.  You  have 
the  quantities  of  the  things  that  you  are  dealing  with; 
you  have  the  various  values  in  them,  whet  it  is  worth  for 
some  one  or  other  operation  or  combined  values  of  operations 
and  you  have  the  cost  of  handling.  Now  T  want  to  draw 
your  attention  just  to  a  simple  operation.  We  will  take 
say  the  gold  one.  I  suggest  to  you  that  if  you  have  values 
of  $15.00  a  ton,  you  own  gold  property  or  silver  property, 
or  any  of  those,  with  costs  of  $10.00,  that  is  an  economic 
operation  to  work  it.  In  another  peoprty  you  have  gold 
values  of  $7.00  and  costs  of  $8.00.  That  is  not  an 
economical  operation.  You  cannot  handle  it  as  a  commer¬ 
cial  proposition.  You  lose  money  on  your  product  and 
the  economical  operation  costs  more  to  handle,  so  that  is 
uneconomical.  So  that  you  must,  in  order  to  find  out 
whether  an  operation  is  economical  or  an  uneconomical 
operation,  you  have  to  find  out  the  values  as  to  the  thing 
anywhere  and  the  cost  of  handling  it.  That  is  just  plain 
commonsense . 

A  Yes,  that  is  correct. 

Q,  That  is  correct? 

A  Yes. 

Q,  I  want  you  to  apply  that  to  this.  Is  there  not  any  reason 

why  you  could  not  use  any  plain  commonsense  in  the  economics 
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of  oil  operations? 

A  Thet  is  whet  I  neturelly  claim  to  have  done  in  putting  in 
this  report. 

( 

Q,  All  right,  thet  is  whet  you  mean.  Now  then,  I  sey  it  is 
obvious  when  you  sey  whet  oen  be  economic  operation  there 
thet  you  have  to  consider  the  volume  that  you  have  of  gas; 
you  have  to  consider  the  values  in  it,  just  as  you  do  in 
gold  operetions,  in  total  as  well  es  the  values  in  it,  and 
the  cost  of  handling  those  various  values  and  whether  it 
leaves  a  profit.  Is  that  not  plain  common  sense? 

A  Yes,  but  I  pm  not  sure  that  it  can  be  applied  quite  so 

easily  to  what  was  necessary  to  do  in  order  to  prepare  such 
a  figure  as  this. 

Q,  I  am  going  to  get  you  to  tell  it,  because  you  volunteered 
an  eco.nomic  figure  and  I  want  you  to  tell  the  principles. 

MR.  CHAMBERS:  I  donft  want  to  interrupt  my 

learned  fhiend,  but  I  think  you  are  accusing  this  witness  that 
he  has  done  something  he  should  not  have  done.  He  has 
reiterated  thet  that  is  not  so. 

MR.  EENERTY:  I  em  finding  out  whet  he  hes  done, 

end  I  em  going  to  see  about  it.  He  hes  been  called  to  the 
stand  to  give  an  economic  figure. 

MR.  CHAMBERS:  That  is  the  point  that  I  am  making* 

I  am  saying  that  he  did  not  give  an  economic  figure  at  all. 

MR.  EENERT%r:  Did  you  happen  to  look  at  the 

cover  "Economic  Marketable  Reserves1'?  If  you  can  explain 
that  you  are  good. 

MR.  CHAMBERS:  But  T  drrw  attention  to  what  is 

inside  of  the  cover. 

MR.  EENERTY:  My  position  is  this:  I  do  not 

i 

care  what  the  witness  has  done.  If  he  has  not  done  what  he 
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should  have  done  to  get  rn  economic  figure,  then  I  rm 
entitled  to  bring  it  out  in  cr  css-examinrt ion  end  get  him  to 
•do  it  for  me.  I  did  not  produce  him.  I  did  not  put  him 
in  the  stand,  but  I  have  got  him  here  end  I  only  went  to 
find  out  an  economic  figure,  whet  we  would  egree  is  an 

•  i 

economic  principle,  end  that  is  the  figure  I  went  to  get 
from  him.  I  am  not  going  to  let  him  go  becausehe  has 
not  done  it . 

MR.  CHAMBERS  :  You  ask  him  what  figures  you  want 

and  he  will  give  them  to  you. 

Ml.  F3NERTY:  Yes.  We  will  come  to  that,  Mr. 

Chambers,  and  I  know  the  answer. 

Q,  Now  then,  the  gathering  system  presently  employed  and  which 
will  be  employed  in  the  future  for  the  gas  from  the  wells 
down  through  to  the  absorption  plant  and  thence  the 
scrubbing  plant,  first  of  all  comes  from  the  wells  to  the 
separator,  and  then  to  the  absorption  plant  and.  then  the 
scrubbing  plant;  and  then  the  gas  from  the  g-rs  cap  will 
come  direct  to  the  absorption  plant  and  then  to  the  scrubbing 
plant,  and  so  on  down.  Those  gathering  systems  are  used 
for  a  dual  purpose,  I  believe.  Perhaps  I  will  put  it 
this  way.  Not  used  for  a  dual  purpose  but  there  is  one 
gathering  system  which  is  used  in  the  first  instrnce  for 
the  conveyance  of  wet  gas  from  the  place  of  production 
to  the  absorption  plant,  is  it  not? 

A  Well,  the  gas  gathering  system,  and  there  is  only  one  gas 
gathering  system  to  each  set  of  operations. 

Q.  Well  let  us  get  it  this  way:  there  is  no  dry  gas  in  the 

field  except  that  what  is  downstream  from  the  absorption 
pkant ,  is  that  right? 

A  N0,  there  is  not. 
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Q,  Whether  in  the  first  instance  the  gathering  system  is  used 
to  gather  end  trmsport  the  wet  grs  to  the  absorption 
plant? 

A  Yes. 

Q,  Yes.  And  in  determining  whether  or  not  production  is 

economical  from  any  parti cula  r  place,  you  have,  I  think 
agreed  with  me  now  that  you  must  determine  the  cost  of 
getting  that  production,  must  you  not? 

A  Oh,  that  comes  into  it. 

Q  Yes.  And  in  the  case  of  wet  gas  production  and  subsequent 
dry  gas  production,  there  are  certain  costs  bringing  it 
from  the  wells  or  from  the  gas  cap  through  the  various 
processes? 

A  Yes. 

Q  And  in  determining  whether  it  was  economical  to  produce  it 
have  you  made  any  provision  as  between,  say,  sharing  of 
costs  as  between  the  oil  and  gas,  wet  gas  operations  on 

the  one  hand  and  residue  gas  that  is  left  on  tte  other? 

A  Not  specifially  in  this  report.  There  is  an  existing 
split  of  those  costs  in  the  case  of  these  gas  gathering 
operations . 

THE  CHAIRMAN:  Where  is  that  split,  Mr.  Stevens- 

Guille?  Is  it  contained  in  one  of  the  other  reports? 

MR.  CHAMBERS-  :  It  is  in  the  Madison  report, 

I  forget  the  number. 

THE  CHAIRMAN:  It  will  be  dealt  with  under 

Items  9  and  10  of  the  Agenda. 

MR.  CHAMBERS:  Yes. 
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And  talking  about  the  volume  of  gas  that  can  be  economically 
brought  to  the  market,  that  is  your  residue  gas  I  take  it, 
is  it  not? 

That  reaches  the  market,  yes. 

Yes.  That  reaches  the  market.  And  how  long  you  o  an  continue 
that  operation  will  depend  to  some  extent  on  the  cost  of 
bringing  it  to  the  market,  will  it  not?  That  is  elementary. 
Yes,  that  enters  into  it. 

And  the  cost  of  bringing  it  to  the  market  will  depend  on  how 
you  allocate  the  cost  of  gathering. 

That  also  follows. 

Can  you  give  mo  any  break-down  as  to  how  the  costs  of  gather¬ 
ing  have  been  allocated  in  order  to  determine  the  economic 
reserves? 


That  is  covered  completely  in  another  submission. 

That  will  be  covered,  will  it-?  The  allocation . 

MR.  CHAMBERS:  You  have  the  report  already  in  your  hands* 

MR.  FENERTY:  I  have  not  gone  through  them  all. 

MR.  CHAMBERS:  The  submission  M-12.  That  is  not  an 

exhibit. 


THE  CHAIRMAN:  I  suppose  you  could  not  deal  with  it, 

Mr.  Stovens-Cuillo ,  if  you  wanted  to. 

No,  sir. 

MR.  FENERTY:  Were  those  allocations  considered  by  you 

in  determining  the  v@lumo  of  gas  that  could  be  economically 
market e  d. 


No,  Mr.  Fonerty,  as  I  have  tried  to  explain  to  you,  I  went  into 
the  thing  in  every  last  detail  on  these  points  with  you  some 
place.  I  did  it  along  the  lines  that  I  have  already  pointed 
out  to  you  two  or  three  times,  in  a  general  way  to  arrive  at 
some  figure  which  night  reasonably  be  within  the  range. 
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Q. 

Reasonably  bG,  without  reference  to  price? 

A 

Well,  price  as  wo  have  already  discussed  naturally  will  have 

4 

an  effect  and  a  revision  of  this  night  have  to  be  made  on 

the  basis  of  any  factor  that  is  brought  out  afterwards  in 

this  Hearing.  We  havG  entered  into  a  rather  vioious  circle. 

There  are  so  nany  interdependent  factors. 

Q 

Nov/  I  an  going  to  talk  to  you  about  that.  Can  we  say  that 

your  figures  have  nothing  to  do  with  the  economics  of  the 

situation  at  all? 

A 

I  think  the  question  is  the  use  of  that  word  economic,  when 

it  is  beirg  carried  into  a  great  detail  so  is  possibly  a 

misnomer. 

Q, 

* 

In  any  event  it  has  nothing  to  do  with  the  present  price? 

Oh,  it  is  related  to  the  present  price  because  naturally 

in  using  ny  judgment  I  have  started  off  with  the  existing 

situation  and  that  existing  situation  must  have  some  rel¬ 
ation  . 

Q 

That  is  something.  It  is  just  the  economic  production 

based  on  say  2  cents  at  the  well  head,  is  it  for  gas? 

A 

Yes,  2  cents  is  the  price  at  the  well  head  now.  So  with- 

# 

out  stating  that  all  these  systems  are  economic  on  that 

basis,  there  is  undoubtedly  some  connection  between  that 

9 

Q 

price  and  the  estimate  I  have  made. 

I  was  under  the  impression  that  engineering  was  more  or  less 

of  an  exact  science f  I  may  be  wrong  in  that.  You  must  have 

some  definite  factors  some  place  to  make  your  calculations 

worth  anything.  Is  that  not  right.  Did  you  take  2  cents 

at  the  well  head  and  if  you  did  not,  what  price  did  you 

take? 

A 

I  did  not  have  to  take  the  price  at  the  well  head  at  all  to 

reach  this.  As  I  have  said  here  are  some  existing  installa- 
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tions.  I  am  reasonable,  I  think,  in  assuming  that  if  they 
are  in  existence  that  they  are  economic.  It  is  not  for  me 
to  decide  whether  they  are  or  are  not  for  this  purpose. 

Let  me  get  a  few  of  the  things  you  did  not  take  into  consider 
ation.  You  did  not  take  the  present  price  at  the  well  head. 
Now  you  either  did  take  it  or  you  did  not  take  it. 

I  did  not  take  it  specifically  but  as  I  have  already  told 
you  since  I  started  with  the  existing  conditions  that  that 

among  many  other  factors  undoubtedly  was  . 

Did  you  have  any  one  specific  factor? 

I  did  not  have  any  specific  factor. 

I  do  not  know  how  to  get  at  this  thing. 

I  do  not  know  how  to  explain  it  to  you  Mr.  Fenerty.  I  have 
said  and  I  think  it  should  be  clear,  I  started  off  with  an 
existing  set  of  circumstances.  I  have  supposed  certain  fact¬ 
ors  based  on  the  fact  that  these  thihgs  are  in  operation  to¬ 
day.  I  take  it  and  I  have  said  that  there  are  a  great  many 
interdependent  and  related  factors  which  will  enter  into 
the  situation,  any  one  of  which,  any  combination  of  which, 
may  upset  my  estimate.  If  you  can  tell  me  the  answer  to  all 
of  those  factors,  I  can  go  away  and  recompute  this  and  give 
you  possibly  the  answer  you  are  looking  for. 

I  cannot  make  any  change  in  any  factor  when  you  cannot  tell 
me  what  the  factor  is . 

Well  the  factors  that  have  been  enumerated,  particularly  in 
this  paragraph  here  and  are  referred  to  in  a  great  many  other 
places  in  the  report . 

I  wont  say  name  three,  just  name  one  and  see  if  I  can  get 
one  factor  that  you  took  into  consideration,  just  in  plain 
English. 

To  name  one  factor  is  giving  possibly  unreasonable  emphasis 
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to  one  thing  and.  you  have  just  got  to  follow  through  to  see 
exactly  what  effect  that  has  on  the  whole  to  give  a  complete 
picture. 

Q  Can  you  give  me  one  factor  in  one  sentence.  Now  there  is  a 
work  of  art . 

A  You  have  read  the  factors  yourself,  Mr.  Fenerty,  from  page  1. 

Q,  Well,  give  me  any  one. 

A  I  will  give  you  the  first  one  mentioned  there. 

Q,  What  is  that? 

A  The  most  important  of  these . Well,  let  me  read  it 

from  the  beginning  so  that  the  sense  is  correct.  nTo  derive 
the  marketable  reserves  from  the  total  reserves,  consider¬ 
ation  has  to  be  given  to  a  great  many  factors;  the  most 
important  of  these  being  the  estimated  operating  conditions 
of  wells  from  year  to  year.”  That  is  the  first  factor. 

0,  Now  then  the  estimated  operating  conditions  of  wells  from 

year  to  year  that  goes  to  volume,  does  it  not,  that  will  be 
produced? 

A  partly  and  also  pressure. 

Q,  Does  it  go  to  the  expense  of  producing  it? 

A  Whether  a  well,  you  mean,  would  be  economic  to  produce? 

Q  To  use  your  own  word,  yes. 

A  I  mean  the  expense  of  producing  it.  I  am  not  clear  to  what 

you  are  referring. 

\ 

Q,  Well  now,  you  are  right  when  you  say  we  are  arguing  in  a 

circle.  It  may  be  my  fault,  but  I  am  going  to  take  a  couple 

of  more  minutes.  I  am  going  to  try  and  find  some  of  the 
things  you  did  not  consider.  You  did  not  make  any  comput¬ 
ation,  we  will  say,  based  on  2  cents  a  thousand  for  that  gas 
at  the  well  head.  You  either  did  or  you  did  not.  Just  tell 


me  . 
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A  No.  I  did  not  specifically  sit  down  and  say  the  gas  will 
be  2  cents  at  the  well  head  for  this  study, 
ft  Or  any  other  specific  figure?  .  . 

A  No,  I  did  not,  as  I  have  said,  arrive  at  any  specific  figure, 
ft  You  did  not  make  any  computation  or  any  division  of  expenses 
of  handling  this  product  between  the  various  industries  in¬ 
volved? 

A  No,  not  specific.  But  you  are  leading  to  a  wrong  impres¬ 
sion  by  saying  these  things  were  not  in  any  way  weighed,  be¬ 
cause  as  I  have  said  they  are  all  part  of  the  factors  that 
exist  in  the  present  situation,  and  I  made  my  starting  point 
the  existing  situation  today.  You  cannot  take  one  thing  out 
without  upsetting  it  all. 

ft  Can  I  say  -  I  do  not  mind  where  I  get  it  as  long  as  I  get  it 
can  I  say  that  the  existing  figures  today  include  the  exist¬ 
ing  price  of  gas  and  the  existing  costs  and  divisions  were  all 
factors  in  determining  this  economic  reserve. 

A  Yes,  if  you  add  the  other  qualifications  that  I  have  already 
given  you  in  answers  previously, 
ft  Then  I  am  back  to  where  I  started  that  this  basis  of  the 

present  prices  is  one  of  the  factors.  Perhaps  you  would  like 
to  have  some  time  during  lunch  . 

THE  CHAIRMAN:  I  do  not  want  to  interrupt  but  I  can  see 

this  situation,  where  the  witness  says  ”1  find  the  British 
Amerioan  have  a  system,  the  G-.  0.  P.  have  a  system  and  they 
have  been  ordered  to  put  those  in  by  the  Board.  I  am  assum¬ 
ing  that  they  can  be  operated  economically.”  He  must  assume 
that  becauso  ho  does  not  know  the  figures.  "Acting  on  that 
assumption  I  say  that  so  many  billion  cubic  feet  of  gas 
can  be  produced  from  those  two  areas." 

A  That  is  correct,  sir. 


Is  that  your  answer? 
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Q,  Then  with  relation  to  the  Madison  system,  as  I  understand 
his  evidence  he  says  TTI  did  not  put  down  on  a  piece  of 
paper  2  cents  at  the  well  head.  I  did  not  put  down  on  a 
piece  of  paper  so  much  for  gathering.  I  did  not  put  down 
so  much  for  transmission  from  the  absorption  plant  to  the 
scrubbing  plant.  I  did  not  put  down  the  cost  of  scrubbing 
and  I  did  not  put  down  the  wholesale  price  of  gas  in  the 
City  of  Calgary.  I  did  not  do  these  things.  But  I  had  a 
Pla^t  and  I  knew  that  certain  additions  were  being  made  to 
that  Plant  and  I  assumed  that  there  would  be  a  well  head 
price.  What  it  might  be  I  do  not  know,  but  it  might  have 
some  relationship  to  2  cents  per  thousand  cubic  feet.  I 
knew  that  there  would  be  an  ultimate  wholesale  price  to 
the  gas  company.  What  it  would  be  I  do  not  know.  But  keep¬ 
ing  in  mind  the  basic  prices  that  exist  today  and  keeping  in 
mind  that  they  will  have  a  proper  relationship  to  prices 
which  will  be  fixed  after  all  these  new  installations  were 
put  in,  I  assumed  that  this  new  Plant  could  be  operated 
economically  within  those  limits.”  But  then  he  says  ”If 
the  Board  fixes  a  price  on  any  one  of  those  items  with 
which  I  do  not  agree,  I  may  have  to  recalculate  all  my 
figures.”  As  I  understand  it,  that  is  what  Mr.  Stevens- 
Guille  is  saying.  Am  I  right? 

A  That  is  very  clearly  put,  Sir.  Taking  for  example  some¬ 
thing  you  suggested,  if  the  price  in  the  City  of  Calgary 
was  set  so  high  that  tho  industries  all  turned  to  coal 
and  tho  load  on  the  City  of  Calgary  decreased,  then  I 
might  havo  to  recompute  these  figures  on  the  different 
situation  as  it  will  then  have  arisen. 

THE  CHAIRMAN:  Mr.  Fonerty,  in  maiding  these  remarks 
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I  do  not  wish  you  to  understand  that  I  am  trying  to  limit 
you  at  all  but  I  have  the  idea  that  both  you  and  the  witness 
are  talking  about  different  things.  Not  different  things 
but  different  conceptions.  You  are  talking  about  the  same 
things  but  you  have  a  different  conception  of  the  same  things. 
MR.  FENERTY:  I  have  not  any  doubt  about  it.  It  may 

be  my  fault,  because  to  me  it  does  not  make  any  sense  at  all 
talking  about  what  you  can  deliver  economically.  It  is  just 
so  much  talk.  I  do  not  know  why  we  are  not  right  back  to  the 
original  report.  There  is  so  much  goes  through  without  any 
modification  at  all. 

THE  CHAIRMAN:  I  can  sympathiz  with  the  viewpoint  of 

both  of  you.  I  think  you  will  get  the  detail  you  are  seek¬ 
ing  and  when  you  get  it,  it  may  upset  this  witness T  figures. 

He  may  have  to  revise  his  figures. 

MR.  FENERTY:  Perhaps  the  result  of  considering  my 

notes  would  be  that  I  could  save  more  time  by  asking  questions 
now. 

THE  CHAIRMAN:  I  would  like  to  go  on  a  little  longer. 

MR.  FENERTY:  Very  well. 

Q,  I  have  gone  far  enough  to  know  that  we  completely  disagree 
on  economics  anyway. 

A  I  do  not  know  that  we  completely  disagree  on  economics.  We 
disagree  with  the  conception  of  how  this  report  was  built 
up,  Mr.  Fenerty. 

Q,  One  thing  more  at  the  risk  of  labouring  it ,  did  you  consider 
or  have  you  given  any  consideration  to  values  in  dollars  and 
cents  of  the  respective  products  produced,  crude  oil,  gasoline 
dry  gas. 

MR.  CHAMBERS :  I  think,  in  fairness  to  the  witness, 

you  should  put  to  him  what  you  mean  by  values. 
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MR.  FENERTY:  What  thoy  arc  worth  in  dollars  and  oonts 

after  you  get  them. 

MR.  CHAMBERS :  -Are  you  using  it  in  the  sense  of  what 

you  do  get  for  them  or  what  you  can  get  for  them? 

Q,  MR.  FENERTY:  Yes,  in  the  sense  of  what  you  do  get 

for  them. 

A  As  to  whether  the  present  values  we  get  for  products  from 
Turner  Valley  today  are  the  correct  ones? 

Q,  No,  not  whether  they  are  correct.  But  did  you  give  any 
consideration  to  the  returns  from  the  various  phases  of 
this  industry  involving  the  handlihg  of  this  gas? 

A  No,  I  did  not,  in  this  report. 

Q  And  it  -follows  then  you  gave  no  consideration  to  the 

apportionment  of  costs  which  are  common,  we  will  say,  to  the 
three  in  proportion  to  the  returns  on  them,  did  you? 

A  As  I  have  already  explained,  Mr.  Fenerty,  this  is  dealt 
with  in  another  submission  that  will  be  made  to  you,  of 
which  you  have  a  copy. 

Q,  Yes,  I  see.  All  right.  Now  then,  in  connection  with  the 
matter  of  the  peak  load.  I  have  heard  s'ome  evidence,  some 
from  Dr.  Katz,  some  from  Mr.  Davies  and  there  is  some,  I 
think,  in  Mr.  Connell Ts  report  which  deals  -  I  am  coming 
to  the  gas  cap  -  deals  with  the  capacity  to  produce  at  any 
given  time  and  we  heard  some  evidence  from  some  of  the  wit¬ 
nesses,  particularly  Mr.  Davies,  that  in  his  opinion  a  sit¬ 
uation  would  arise  at  some  time  when  the  volume  of  gas  that 
could  be  obtained  under  the  Brown  Plan  or  any  increasable 
allowable  under  the  Brown  Plan  would  be  insufficient  to 
meet  the  demand.  You  remember  that,  donTt  you? 

A  We  have  also  covered  that  in  our  report.  It  is  quito  definit 
that  such  a  condition  will  arise. 
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Q. 


) 


A 


Q, 

A 


I 


Q, 


A 


The  suggestion  there  was  that  no  increase  in  the  allowable 
under  the  Brown  Plan  would  meet  the  situation  because  the 
wells  would  not  have  the  capacity  to  produce  even  to  the 
present  allowable  of  the  Brown  Plan,  do  you  agree  with  that 
s ituation? 

We  have  stated,  I  think,  the  same  thing  and  that  is  that  the 
capacity  of  the  gas  cap  wells  to  produce  under  conditions 
that  we  have  estimated  will  exist  in  the  gas  gathering 
systems  will  be  too  small  to  supply  peak  loads  to  Calgary 
after  a  certain  lapse  of  timo. 

Yes. 

I  think  that  that  viewpoint  is  in  complete  agreement  with 
Mr.  Davies’  evidence  and  Dr.  Katz. 

But  you  do  postpone  that  timo  by  -  or  you  suggest  the 
postponement  of  that  time  by  increasing  the  allowable  under 
the  Brown  Plan,  donrt  you? 

No,  sir.  That  we  have  suggested  should  happen,  true  enough. 
But  it  still  doos  not  answer  the  point  that  I  thought  you 
had  in  mind  and  that  is  the  fact  that"  tho  day  will  arrive 
when  the  gas  cap  wells  will  not  have  the  capacity.  It  is 
not  a  question  of  the  Brown  allowable  or  any  other  allow¬ 
able.  They  physically  could  not  produce  sufficient  gas  to 
meet  the  market  denand. 

Perhaps  we  are  agreeing.  I  thought  you  suggested  in  one 
place  that  it  might  be  necessary  to  increase  the  Brown 
allowable . 

Wo  do  very  definitely  but  that  will  be  something  that 
will  occur  at  an  earlier  date.  Then  the  time  will  come 
when  a  new  condition  will  arise  when  a  well  will  not  have 
the  physical  capacity  irrespective  of  what  allowable  might 
arbitrarily  be  given  it. 
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q  I  sgg  in  your  table  3,  revised,  in  this  rGport  27,  rather 
Exhibit  47; 

"Estimated  Brown  allowable  to  1957  inclusive,  from  1958 
onward,  Brown  allowable  insufficient  to  supply  market 
therefore  assumed  full  requirements  of  market  would  be 
withdrawn"? 

A  That  is  correct. 

Q,  Now  does  that  take  into  consideration  the  capacity  to  produce 
at  that  time? 

A  Very  definitely.  We  covered  that  at  some  length  both  in  the 
narrative  end  in  the  discussion  and  Mr.  Connell,  as  you  will 
remember,  described  to  you  certain  graphs  which  he  had  drawn 
up  in  order  to  make  estimates  of  what  those  capacities  will 
be  under  certain  reservoir  and  operating  conditions* 

q  Well  I  want  to  turn  for  a  moment,  I  am  just  asking  for 

information  here  now,  to  Mr.  Connell’s  report,  Exhibit  44, 
and  you  will  see  at  page  104,  you  see  calculations  there  at 
the  top-hole  pressures  of  325  pounds  and  220  pounds  and, 
well  operating  pressures  at  100  pounds,  will  you  look  at 
those  figures? 

A  350  top-hole  pressure,  did  you  say? 

q  350  top-hole,  325  rather  and  220? 

A  There  is  no  325  here. 

q  345  and  220,  I  am  looking  at  two  different  columns,  I  am 
sorry,  that  well  operating  pressure  at  100  pounds? 

A  345  top-hole,  yes. 

q  And  you  have  with  345  pounds  90  million  cubic  feet? 

A  That  is  correct. 

q  And  when  you  get  down  to  220  you  have  38  million? 

A  220  top-hole  down  to  38  million,  with  a  well  operating 
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pressure  of  100  pounds. 

Q,  Now  those  figures  were  oarried  out  to  those  results  because 

I  suppose  it  is  assumed  that  these  situations  will  be  arrived 
at  in  the  course  of  these-  operations,  is  that  right? 

A  Yes,  that  is  correct. 

Q,  So  that,  now  these  figures,  the  90  million  and  the  38  million, 

the 

those  are  the  figures  which  show  /capacity  to  produce,  are 
they  not? 

A  That  is  right. 

Q,  And  you  deduct  from  them  in  each  case  your  17-jfe#  for  con¬ 
version,  scrubbing  and  so  on? 

A  That  is  right. 

Q,  That  isright,  and  in  the  case,  I  think  Mr.  Connell  told 

us,  of  an  extremely  cold  spell  over  a  week  we  will  say,  you 
might  have,  he  estimates  a  fair  figure  for  liquid  loading 
will  be  10#? 

A  That  is  correct. 

Q  So  that  you  get  down  to  a  situation  where  that  38  million 
is  reduced  by  something  less  than  one-third? 

A  That  is  right. 

Q  So  that  you  are  going  to  get  a  situation  along  at  sometime, 
when  your  gas  cap  production  is  going  to  take  care  of  a 
fraction  of  the  peak  load? 

A  That  is  correct. 

Q  Now  have  you  any  estimates  or  can  you  give  me  any  estimate 
as  to  what  time  you  expect  to  arrive  at  the  220  pounds? 

A  Well  that  is  mentioned  in  both  the  reports. 

Q,  Yes,  I  know,  but  I  wondered  if  you  could  give  it  to  me? 

You  can  figure  it  out  quicker  than  I  can? 

A  That  is  stated  in  report  Exhibit  47,  estimate  that  the 
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market  can  be  supplied  until  1968  by  the  gas  cap  but  by 
that  year  the  capacities  of  the  gas  cap  wells  will  have 
decreased  to  the  point  at  which  peak  winter  loads  can  no 
longer  be  met. 

Q,  Your  figures  are  corelated  to  these  figures? 

A  Yes. 

Q,  MR.  BLANCHARD:  That  is  the  revised? 

A  That  is  correct.  It  of  course  occurrs  at  an  earlier  date 
in  Exhibit  48,  M-2A,  because  there  is  less  crude  oil  gas 
used  in  the  market  according  to  this  estimate  and  therefore 
the  withdrawals  of  the  gas  cap  begin  at  an  earlier  date  and 
there  it  is  predicted  to  occur  in  1965.  It  should  have  been 
actually  1964. 

Q  Now  I  do  not  want  to  take  too  long  but  perhaps  you  can  help 
me  on  one  question  here  before  I  stop;  we  can  perhaps 
agree  that  it  would  not  be  an  economic  operation  to  take 
gas  or  to  install  equipment  and  take  gas  from  another  area 
to  supply  a  few  million  feet  a  day  for  a  few  days  in  the 
year,  that  is  obvious  is  it  not? 

A  Well  you  say  ’’for  a  few  days  in  the  year”,  of  course  it 

comes  down  to  a  question  of  how  many  days  in  the  year  and 
what  the  total  would  be. 

Q,  What  I  am  getting  at  is  this,  sometime,  sooner  or  later, 
we  are  going  to  come  to  a  situation  where  the  peak  loads 
cannot  be  supplied  from  the  Turner  Valley  field  or  a 
combination  of  the  Turner  Valley  and  Foremost  fields,  will 
you  say  that? 

A  Yes,  the  time  will  undoubtedly  come. 

Q  And  I  suggest  to  you  as  a  matter  of  economics  when  that 

*\ 

time  comes  you  have  to  get  more  of  your  peak  load  some  other 
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place  If  it  is  available,  you  have  to  get  more  than  the 
amount  you  are  short  from  some  other  place? 

A  Well  I  think  that  rather  turns  on  what  you  mean  by  ’’peak 

loads”.  If  the  loads  will,  the  amount  which  you  will  have 

to 

to  obtain  from  some  other  source/supply  the  peak  loads  will 
increase  rapidly  over  a  period  of  quite  a  short  number  of 
years . 

Q ,  Yes? 

A  Therefore  the  load  on  the  equipment  of  some  other  field 
will  be  gradually  getting  better,  that  is  to  say  the 
loading  factor  will  be  nearer  to  the  capacity. 

Q,  Yes? 

whi  ch 

A  The  exact  economics  in  these  things  is  something/you  would 
have  to  work  out  knowing  all  the  facts. 

Q  But  it  is  obvious,  is  it  not,  that  if  there  are  other 

fields  available,  as  soon  as  you  have  to  go  to  them  for 
any  portion  of  the  load,  in  order  to  make  it  an  economic 
operation,  you  have  to  go  to  them  for  a  substantial 
portion  of  the  gas  market,  that  is  what  I  am  trying  to  get 
at? 

A  Well  of  course  in  looking  forward  to  that  day,  Mr.  Fenerty, 

consideration  must  be  given  to  the  fact  that  e  new  source, 
whatever  it  may  be,  is  going  to  look  forward  to  supplying 
an  increasing  portion  of  the  load  as  the  years  go  on. 

Q,  Yes? 

A  And  in  balancing  these  situations  that  undoubtedly  has  to 
be  taken  into  account. 

Q  You  do  not  believe  in  the  theory  of  paying  as  you  go? 

A  Well,  paying  as  you  go  is  not  just  a  question  of  paying 

for  a  supply  as  you  go  and  the  supply  being  taken  from 
more  than  one  source,  -  it  so  happens  around  here  we  are 
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taking  it  from  one  source  primarily  but  if  you  look  at  the 
setup  in  many  of  the  towns  in  the  States  you  will  find  there 
are  three  or  more  sources  for  one  place. 

Q,  Rerhpp  it  is  a  matter  of  argument  anyway.  Now  one  thing 
more  and  I  am  finished,  my  understanding  of  Dr.  Katz’ 
evidence  was  that  he  arrived  at  the  gas  cap  reserve  of 
168.7  billion  down  to  a  figure  of  100  pounds  of  bottom-hole 
pressure,  I  think  that  is  correct,  and  you  arrive  at  a 
figure  subst antially  in  excess  of  that  at  195  pounds  bottom 
hole  pressure? 

A  Yes,  a  195  pounds  is  thebbot tom-hole  pressure  that  we 

estimate  will  exist  at  the  time  we  have  arbitrarily  cut  off 
the  operation  in  our  report. 

Q,  And  all  that  means  is  you  just  do  not  agree  on  the  reserves, 
is  that  what  that  means? 

A  Yes,  there  is  a  difference  in  the  estimate  of  the  reserves. 

Q,  And  it  follows  if  you  are  too  high  he  is  too  low,  or  rather 

If  you  are  right  he  is  too  low? 

A  Yes,  I  think  so,  if  there  is  any  difference  there. 

MR.  FENERTY:  Now-  before  I  leave  this,  Mr.  Chairman, 

I  do  not  pursue  these  matters  further  because  I  agree  with 
the  view  of  the  Board  that  we  are  talking  about  different 
things  but  I  do  not  think  we  should  be  and  I  do  not  want 
to  close  this  examination  without  submitting  that  at  some 

f 

stage,  as  a  result  of  this  witness  being  put  forward  to 
give  economic  figures,  that  I  should  be  permitted  to 
attempt  to  obtain  from  him,  -  even  although  he  has  not 
considered  them,  -  not  only  the  figures  that  my  friend  says 
are  in  that  report  showing  allocation  of  costs  but  I  submit 
the  allocation  of  values, and  values  of  the  operations  as 
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being  the  reel  test  in  an  arbitrary  allocation  of  costs, 
but  the  real  test  does  involve  the  profits  and  the  net 
results  and  so  on  and  merely  for  the  record  I  am  going  to 
ask  the  witness  to  let  me  have  those  figures. 

MR.  CHAMBERS:  I  am  not  quarrelling  with  my 

friend  at  the  moment  but  I  understand  all  he  is  saying  he 
is  reserving  the  right  to  attempt  to  try  to  got  these 
figures.  He  can  try  what  he  likes. 

MR.  FENERTY:  I  am  putting  it  in  the  form  of 

a  formal  request  now  but  I  do  not  expect  an  answer. 

MR.  CHAMBERS:  A  formal  request  for  what? 

THE  CHAIRMAN:  Gentlemen,  the  position  is  this,- 

Mr.  Stevens-Guille  was  unable  to  give  specific  figures  on 
which  he  based  his  economic  estimate.  Submissions  are  to 
be  made  by  other  witnesses  submitted  by  either  the  Madison 
Company  or  Royelite.  If  those  witnesses  ore  unable  to 
give  Mr.  Fenerty  the  information  on  the  economic  problems 
which  he  wants  then  he  can  ask  me  to  have  other  witnesses 
called,  which  I  will  do,  and  they  will  produce  whatever 
records  may  be  necessary  to  give  the  figures  which  ere 
want  ed . 

MR.  CHAMBERS:  As  I  understand  it,  my  friend  is 

just  saying  because  he  does  not  pursue  the  examination  of 
this  witness  any  further,  that  that  in  itself  does  not 
preclude  him  from  asking  for  these  figures. 

MR.  FENERTY:  That  is  it. 

THE  CHAIRMAN:  And  I  want  to  add  to  that,  if 

at  that  stage  Mr.  Fenerty  again  desires  to  cross-examine 
Mr.  Stevens-Guille  he  will  be  at  liberty  to  do  so  with 
reference  to  the  information  which  he  has  obtained. 
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All  I  want  to  do  is  to  leave  it  open 

because  it  may  be  that  no  other  witness  will  attempt  to  give 
us  the  economic  reserve. 


THE  CHAIRMAN: 

Now  I  do  not  want  to  limit  anyone,  Just 

a  moment,  Dr.  Boomer 

did  not  catch  what  you  said  just  then. 

MR.  FENERTY: 

I  said  I  wanted  to  leave  the  examination 

open,  as  not  completed,  because  it  may  be  that  there  will  be 
no  other  witness  who  will  attempt  to  give  us  the  economic 
reserve . 

THE  CHAIRMAN:  Now  without  attempting  to  limit  anyone, 


and  I  can  assure  you 

there  is  no  wish  to  limit  anyone,  can 

you  give  me  any  idea 

how  long  you  will  take,  Mr.  McDonald? 

MR.  MCDONALD: 

Possibly  half  an  hour. 

THE  CHAIRMAN:  Mr.  Harvie? 

MR.  HARVIE:  I  will  be  quite  short. 

MR.  GH AIRMAN :  Mr.  Blanchard? 


MR.  BLANCHARD: 

Ten  minutes,  I  think  Sir. 

THE  CHAIRMAN: 

I  have  to  leave  for  a  little  while  this 

afternoon.  I  have  another  case  that  I  hove  to  take,  which 
was  arranged  before  we  knew  we  were  sitting  this  afternoon 
but  Dr.  Boomer  will  carry  on  while  I  am  gone. 


MR.  STEER: 

Perhaps  if  we  went  on  until  half  past 

one  we  could  finish. 


MR.  CHAMBERS: 

I  have  an  engagement  at  one. 

THE  CHAIRMAN: 

All  right,  we  will  adjourn  until  2 

o ’ clock . 

(The  Inquiry  was  here  adjourned  to  be  resumed  at 
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CROSS-EXAMINED  BY  MR.  MCDONALD: 

Q,  Mr.  Stevens-Guille  in  Exhibit  47  you  refer  to  installation  »f 
additional  suction  compressors  in  the  north  end.  I  think  it 
is  on  Page  3,  Madison  Compressor  Station  No.,  1.  How  soen  will 

the  installations  be  completed  to  bring  the  suction  pressure 

/ 

down  to  200  pounds  per  square  inch? 

A  The  equipment  bee b een  partially  delivered  in  the  last  two  or 
three  days,  completion  might  be  expected  in  the  course  of  the 
next  month,  so  I  would  say  in  the  matter  of  six  weeks  to  two 
months  anyway  at  the  outside  it  should  be. 

Q,  Then  a  number  of  wells  will  come  on  to  the  gathering  line  that 
are  not  now  connected  up? 

A  Well  I  have  not  made  any  very  recent  survey  of  how  many  will 
come  on.  It  is  a  matter  I  believe  of  four,  five  or  perhaps 
six  at  the  outside  at  the  present  time. 

Q,  I  think  last  May  you  told  us  that  the  required  pressure  at  the 
north  end  of  the  line  was  330  pounds  to  intake? 

A  That  is  what  it  is  about  330  to  350  on  the  average  day’s  oper¬ 
ation  . 

Q,  By  reducing  the  suction  pressure  at  Madison  No.  1  station  to 
200  pounds  what  would  be  the  intake  pressure  at  the  north  end 
there? 

A  It  won’t  get  quite  the  full  benefit  of  the  40  pounds  reduction. 
It  will  be  in  the  neighbourhood  of  between  30  and  35  pounds  at 
the  far  end.  Of  course,  now  we  are  moving, do  not  forget, into 
the  summer  condition  of  operation  and  the  pressures  on  the 
north  end  of  the  line  tend  to  decrease  in  any  event  because 

the  gas  cap  gas  is  not  travelling  in  the  lower  or  plant  end  of 

/  » 

the  lino.  It  is  merely  crude  oil  gas  travelling  in  the  system 
in  some  of  it. 
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Q,  Referring  to  Page  5,  cf  Exhibit  47,  to  second  paragraph  where 
it  is  referred  to  T,Then  the  allowable  will  remain  static  and 
hence  the  Brown  allowables".  Just  what  do  you  mean  by  static? 

A  Well  the  whole  assumption  in  that  paragraph  was  made  in  order 
to  be  able  to  handle  the  mechanics  of  that  Table  8  we  were 
looking  at  this  morning,  and  we  had  this  condition  to  meet.  At 
one  point  or  three  points  close  together  in  the  gas  cap  we  were 
proposing  to  put  gas  back.  At  other  points  during  part  of  the 
year  it  was  going  to  be  necessary  to  withdraw  gas.  We  needed 
to  know  what  the  Brown  allowables  would  be  to  compute  the 
sharing  cf  the  market,  of  the  Royalite  gas  cap,  along  the 
lines  of  the  proposed  share  position  method  that  we  have  put 
out  in  another  Exhibit.  We  therefore  had  to  make  an  assumpt¬ 
ion  for  the  purpose  of  that  calculation  and  we  simply  made  the 
assumption  as  stated  there  that  as  long  as  there  wore  no  net 
withdrawals  the  pressure  in  the  reservoir  would  remain  static 
and  hence  the  Brown  allowables  computed  from  that  pressure 
would  also  remain  static.  It  is  Just  an  assumption  for  the 
purpose  of  being  able  to  mechanically  go  ahead  and  determine 
those  figures  which  we  needed. 

Q,  Did  you  have  in  mind  this  there  is  the  present  Brown  allowable 
for  the  gas  cap  area  1945  allowable? 

A  Yes. 

Q,  Now  will  that  allowable  remain  exactly  the  same  as  the  same 

thousand  cubic  feet  per  well  through  to  1947  or  annually  will 
there  be  tests  made  cf  each  well  and  a  recalculation  of  the 
Brown  allowables  made? 

A  We  were  not  of  course  considering  what  should  be  done  to  con¬ 
trol  it.  We  were  merely  arriving  at  some  estimate  to  handle 
the  figures  for  this  particular  report.  This  does  not  claim 
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^  Q, 

to  be  a  suggested  method  of  doing  it.  It  is  merely  a  mechan¬ 
ical  method  for  arriving  at  a  figure. 

But  what  I  had  in  mind,  the  Conservation  Board  will,  to  be  con¬ 
sistent  with  your  actions,  consider  all  the  characteristics  of 

each  well  and  its  allowable  for  each  year  and  it  may  vary,  may¬ 
be  not  a  great  deal,  but  some.  Would  that  still  be  consistent 

with  your  estimates? 

A 

According  to  our  assumption  here,  yes. 

Q, 

That  is  what  I  want  to  know.  It  is  not  simply  taking  the  1944 

Brown  allowables  and  saying  that  is  the  allowables  for  that 

well  right  through  to  1947? 

A 

No  it  is  an  assumption  simply  to  produce  this  long  before  such 

1 

Q, 

matters  as  that  come  to  be  decided. 

So  it  is  not  a  question  of  freezing  the  Brown  allowables  of  1945 

and  keeping  them  until  1947? 

A 

No. 

Q, 

Then  going  on  to  the  next  line  in  the  same  paragraph.  I  taka 

it  to  mean  in  the  event  the  allowable  is  decreased? 

A 

Not  in  the  event  the  allowable  is  decreased.  We  have  decreased 

the  allowables  for  the  purpose  of  making  this  study  in  order  to 

arrive  at  these  figures.  We  are  again  describing  what  we  did 

do.  We  are  not  making  any  statement  as  to  what  should  be  done. 

1 

Q, 

It  is  merely  the  mechanics  of  handling  the  figures. 

This  calculation  that  you  describe  applies  to  those  years  in 

which  there  is  more  gas  withdrawn  than  stored? 

A 

Yes  that  is  the  condition  that  we  have  reached. 

Q 

Refer  to  Table  2  and  point  out  a  year  where  that  occurs? 

A 

I  did  not  hear  the  last  part  of  your  question. 

Q, 

Would  you  point  out  an  instance  where  the  withdrawals  exceed 

the  storage  on  Table  2? 
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A  Well  following  down  in  column  3,  which  is  headed  "Net  with¬ 
drawals",  the  first  figure  against  1945  is,  9,228,000,000. 

That  was  the  net  withdrawal  from  the  gas  cap.  In  1945  the 
estimated  net  withdrawals  are  shown  at  242,000,000.  In  1946 
the  net  withdrawals  are  preceded  by  a  negative  side.  In  other 
words  in  that  year  there  will  be  more  gas  stored  than  with¬ 
drawn.  And  in  the  next  year  the  same  applies  in  a  larger 
quantity  and  then  in  the  succeeding  years  gradually  the  picture 
changes  again  and  the  amount  stored  begins  to  approach  the 
amount  withdrawn  until  you  get  down  to  into  1951  I  think  it  is, 
yes,  when  for  the  first  time  again  you  withdraw  more  than  you 
store. 

4 

Q,  Then  I  understand  the  allowable  is  decreased,  using  the  relation 
ship  shown  in  Graphs  2  and  5,  76,  77,  78A,  79A  of  Appendix  of 
Madison  1.  Now  can  you  illustrate  Just  what  you  mean  by  de¬ 
creasing  the  allowables? 

A  Yes,  we  have  assumed  that  the  total  Brown  allowable  for  the 

Royalite  gas  cap  will  be  some  figure  lower  than  for  the  preced- 

i 

ing  year  and  we  have  done  it  on  the  basis  of  the  relationship 
shown  in  those  Graphs,  which  are  quoted  in  the  paragraph  that 
you  referred  to.  I  do  not  know  whether  it  will  clear  the  point 
up  at  all  Mr.  McDonald,  if  I  were  to  say  that  this  is  not  a 
scheme  along  which  we  are  suggesting  these  things  should  be 
produced.  This  is  Just  a  device  for  arriving  at  the  figures 
ahead  of  time  in  order  to  be  able  to  produce  the  report.  They 
are  two  rather  different  conceptions  there.  I  do  not  know  which 
one  you  may  have. 

Q,  Well  if  a  different  schema  should  be  followed,  say  in  1954, 
would  it  change  the  application  of  your  report  very  much? 

A  Not  the  application.  It  would  change  the  figures  possibly 
according  to  how  much  the  scheme  was  at  variance  with  our 
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estimate  of  what  the  productions  would  be.  It  does  not  change 
the  application.  The  same  method  of  setting  up  Table  8  could 
be  gone  through.  It  merely  means  a  revision  of  Table  8. 

Q,  Of  the  different  figures  in  it? 

A  That  is  right.  That  incidentally  is  one  of  the  prime  thoughts 

w q  had  in  mind  in  arranging  the  set  up  of  these  reports  that 

they  are  open  to  being  changed  quite  readily,  and  when  I  say 

quite  readily  there  is  a  lot  of  mechanical  work  in  it,  but 

from  the  point  of  view,  if  one  factor  is  changed,  its  influence 

can  be  gone  through  and  determined  on  the  whole  picture. 

the 

Q,  On  the  same  page,  Mr.  S tevens-Guille  you  referred  tc/,  that  is 

Exhibit  47,  fact  that  the  Brown  allowables  will  be  insufficient 

to  meet  the  market  requirements  in  1958? 

> 

A  Yes. 

Q,  And  then  you  assume  that  the  market  supply  withdrawn  from  the 
wells  would  be  with  regard  to  the  Brown  formula? 

A  Yes. 

Q,  Now  in  the  next  paragraph  you  suggest  that  the  new  wells  may  be 
drilled  and  in  that  way  the  supply  will  be  increased  and  the 
Brown  allowables  may  still  apply.  Do  I  understand  that? 

A  For  a  short  further  period  of  time. 

Q,  I  was  interested  in  your  difference  with  Mr.  Davies  in  regard 

to  that.  I  read  his  report  suggesting  that  these  new  wells 
will  be  required  in  1955  and  1956? 

A  As  against  our  1958, 

Q,  Yes. 

A  Well  I  do  not  think  there  is  a  very  large  discrepancy  there. 

We  certainly  are  not  going  to  claim  that  our  estimates  on  a 
point  like  that  are  going  to  be  right  within  possibly  one  or 
two  years. 


MR*  DAVIES: 


And  I  do  not  either,  sir. 
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Q,  MR.  MCDONALD:  And  if  you  refer  to  Table  4,  in  the  same 

»  t  * 

Exhibit  47  dealing  with  the  years  1950-1-2-3,  you  have  your 
percentages  of  gas  flared  increased  in  the  neighbourhood  of 
*  21,  22,  and  24$.  Have  you  any  particular  explanation  for  that 

sudden  increase  in  those  years? 

A  Well  you  will  notice  in  columns  3  and  4  there  is  also  an  in¬ 
crease  and  decrease  in  the  amount  of  crude  oil  gas  produced, 
that  is  only  9.4$  going  to  12.3$  where  the  amount  we  have 
estimated  to  be  flared  has  gone  from  14.2  to  21.4.  That  is 
the  point  you  are  referring  to? 

Q,  Yes. 

A  Going  back  to  column  5,  you  will  notice  that  the  volume  we  have 
estimated  will  be  flared  is  not  in  itself  a  very  large  volume. 
The  production  of  the  wells  has  declined,  the  total  handled  by 
the  station  will  be  less  and  in  our  estimate  it  would  net  be  - 

t 

I  was  going  to  use  that  word  TT economical”  -  but  I  hesitate  and 
say  but  would  not  be  worth  while  if  that  is  an  essential  word 
to  use,  to  collect  or  gather  and  you  will  see  as  it  goes  down 
that  percentage  does  not  rise  very  much  and  the  volume  does 
not  increase  very  much  during  the  next  few  years.  Therefore  if 
the  increased  capacity  had  been  put  in,  that  increased  capacity 
would  have  a  very  poor  load  factor. jt  ife'in  psrt./hn  those  grounds 
that  we  do  not  think  that  volume  of  gas  will  be  gathered  when 
the  time  comes. 

Q,  One  explanation  that  has  occurred  to  me  was  that  maybe  a  number 
of  wells  that  have  been  discontinued  in  that  area  at  that  time. 
Did  you  have  that  in  mind  rather  than  annual  decline  of  the 
wells  that  were  connected  that  you  had  in  mind? 

A  Well  this  as  you  will  realize  is  based  on  those  tables  included 
in  Mr.  Connell Ts  report  and  it  means  that  a  certain  number  of 
wells  connected  to  this  plant  have  reached  the  operating 
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pressure  which  according  to  his  estimate  will  be  too  low  to 

i 

enter  the  gas  gathering  system  at  the  pressure  we  have  sugg¬ 
ested.  here  which  is  40  pounds  at  that  time  suction  pressure  at 
the  station,  which  means  pressure  of  between  40  and  60,  prob¬ 
ably  at  the  various  wells  connected. 

Q,  Now  dealing  with  the  British  American  gas  gathering  system, 

page  8.  Do  I  understand  that  it  was  your  assumption  that  the 
gas  cap  wells  in  the  British  American  area  would  be  operated 
under  the  Brown  formula  from  time  to  time.  That  is  the  wells 
would  be  given  the  allowable  each  month  as  followed  by  the 
Board? 

A  Actually  at  the  time  this  report  was  in  the  course  of  prepar¬ 
ation  it  was  assumed  that  the  British  American  gas  cap  wells 
would  produce  the  Brown  allowable  daily.  Now  it  is  quite 

possible  that  arrangements  might  be  made  for  those  wells  to 
produce  the  Brown  allowable  on  an  annual  basis  as  I  think 

you  are  suggesting  and  it  would  make  some  change  in  the  daily 
picture  but  it  would  not  alter  of  course  the  reserves  or  the 
annual  picture  that  we  have  shown  here. 

Q  And  the  static  condition  that  you  applied  to  the  Royalite  gas 
cap  wells  would  not  apply  to  the  British  American  area? 

A  Oh  yes  I  think  if  you  will  turn  to  page  9. 


(  do  to  Page  1246  ) 
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Q,  Going  to  Page  9,  the  last  paragraph,  you  say  "In  estimating 
gas  cap  allowables  for  this  area  the  same  assumption  has 
been  made  as  for  the  pjoyalite  Gas  Cap,  namely,  that  the 
pressure  of  the  gas  cap  as  a  whole  will  remain  constant 
a  s  long  as  the  cumulative  withdrawals  from  1945  do  not 
exceed  the  cumulative  volume  stored”. 

A  That  is  on  the  same  assumption,  and  made,  of  course,  for 
a  similar  purpose,  merely  to  be  able  to  proceed  with  the 
mechanics  of  compiling  the  report  in  this  manner. 

Q,  Now  in  referring  to  paragraph  (f)  at  the  top  of  page  8, 

Mr.  S tevens -Guille  ,  there  is  a  2ifo  of  the  wet  gas 
produced  by  the  wells  connected  that  is  allocated  to  pull- 
downs  and  is  that  included  in  the  20 fo  figure  or  is  it 
added  in  to  make  22§fo? 

A  Added  in  to  make  the  2%ifo, 

Q,  Yes.  Referring  to  Table  8,  in  Column  2,  the  total  residue 
gas,  I  think  this  morning  you  stated  that  you  had  worked 
out  the  percentage  factor  for  each  of  the  different  systems, 
that  is,  the  Madison,  G.O.P.  and  B.A.  systems,  in  reducing 
the  wet  gas  to  residue  gas.  Can  you  give  us  those  factors? 

A  Wall  we  were  just  discussing  the  one,  that  was  the  B.A. 

That  is  the  one  given  there  in  Item  (f)  on  page  8. 

Q,  22-| p 

A  Yes,  that  is  right.  And  on  page  10,  Item  (d ) ,  towards 
the  bottom  of  the  page,  we  state  that  30 f0  of  the  gas 
processed  would  be  consumed  in  gasoline  plant  shrinkage 
and  fuel,  and  that  was  used,  the  assumption  that  was  used 
for  the  Gas  &  Oil  Products  and  for  the  Hoyalite  gasoline 
plant,  we  used  15 fo,  and  for  blowdowns  and  pulldowns  on 
that  system  we  used 

Q,  Now  in  Item  (d)  on  page  10,  referring  to  the  Gas  &  Oil 
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■products,  you  have  20 $  plant  shrinkage  and  fuel,  and  the 
fuel  for  the  refinery  would  be  included  in  the  market. 

That  would  mean  that  the  fuel  for  the  refining  is  not 
included  in  the  20 $? 

A  That  is  correct.  Excluded  from  the  30 $,  and  appears  quite 
separately  in  the  estimated  .market. 

Q,  So  that,  shall  we  say  from  an  efficiency  standpoint,  the 

relative  efficiency  of  the  diffetent  systems  with  resneet 
to  the  amount  of  wet  gas  produced  from,  that  is  the  amount 
of  gas  available  for  market,  there  is  the  Royalite  plant 
174$,  B.A.  224$,  and  the  G.O.P.  30$. 

A  Yes.  There  is  one  word  to  add  to  this.  Of  course  we  took 
those  figures  of  20$  for  the  B.A.,  ard  30$  for  the  Gas  & 
Oil  Products  from  data  previously  submitted  to  the  Board, 
and  we  have  superimposed  the  24$  for  blowdowns  and  pulldowns 
and  we  have  consolidated  it  in  the  other  30$. 

Q  Now  would  the  efficiency  of  the  operation  of  the  B.J\. 

plant  through  installations  of  some  kind,  if  there  is  some 
improvement,  there  would  be  a  reduction  in  those? 

A  Well  I  do  not  know  that  you  are  necessarily  completely 
correct  when  you  use  the  word  efficiency.  If  you  use 
the  word  shrinkage.  They  are  operating  under  different 
conditions  and  I  am  not  fully  conversant  with  all  those 
conditions.  But  if  the  shrinkage  is  deducted  for  the 
volume  lost  in  processing,  and  also  used  for  plant  fuel 
was  less,  then  what  you  state  would  be  true. 

Q,  Now  if  you  turn  to  Exhibit  48,  Tables  8  and  9,  Table  8  and 
Column  18,  you  give  the  total  of  gas  stored  which  is  at 
the  bottom  of  the  page  as  23  billion,  415  million  cubic 
feet . 

A  Yes. 
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Q,  Now  on  Column  17  of  Table  9,  you  have  s  heading  ’’plus  Gas 
Stored  in  B.A,  and  Royalite  Gas  Cap” ,  and  your  total,  as 
I  read  it,  is  16  billion,  200  million.  Gould  you  reconcile 
those  two  figures? 

A  Yes.  The  difference  in  those  two  figures  is  that  the  one 
on  Table  8  includes  what  is  going  to  be  stored  in  Bow 
Island,  and  that  then  has  been  moved  out  of  the  area  and  is 
in  a  reserve  in  another  place,  therefore  we  have  not  taken 
that  into  account  in  Tg^pe  9  as  a  Turner  Valley  reserve 
because  it  is  no  longer  properly  such,  and  also  there  is, 
of  course,  the  proportionate  loss  of  reprocessing  that  gas 
to  the  market.  The  g:-s  I  am  now  speaking  of  that  is  stored 
in  Turner  Valley. 

Q  Now  if  you  refer  to  Tebpe  8,  as  I  read  the  Table,  Mr. 

Ste vens-Guiile  ,  if  there  should  be  any  reduction  in  the 
Royalite  Gas  Cap  allowable  sajr  in  the  year  1946,  so  that 
instead  of  having  the  production  available  of  8  million 
oubio  feet,  wet  gpg  available,  it  should  be  down  to  6  or 
5  or  something  of  that  kind,  there  would  be  no  change  in 
the  distribution  of  your  marketable  gas  .except  that  you 
would  heve  less  gas  conserved? 

A  Yes,  1  think  that  follows. 

Q,  I  mean  there  would  be  no  change  in  your  repressured  gas 

because  that  is  dependent  on  the  crude  gas  available? 

A  Yes,  that  is  correct.  Of  course,  I  do  not  think  that 

the  suggestion  of  going  down  to  as  far  as  6  is  anything 
other  than  an  illustrrtive  figure,  because  I  do  not  think 
it  is  a  possibility  in  1946. 

Q  That  is  all. 
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CROSS-EXAMINATION  BY  MR.  FAR VIE . 

Q,  Just  one  point,  Mr.  Stevens-Guille ,  the  t  I  would  like  to 
clarify  which  was  touched  on  in  part  by  Mr.  McDonald,  end 
referring  again  to  page  9  of  Exhibit  47,  which  is  your 
report  M-2,  whore  you  say  ”In  estimating  gas  cap  allowables 
for  this  area  the  seme  assumption  has  been  made  as  f*r  the 
Hoyelite  gas  cep,  namely,  that  the  pressure  of  the  gas  cap 
as  a  whole  will  remain  constant  as  long  as  the  cumulative 
withdrawals  from  1945  do  not  exceed  the  cumulative  volume 
stored,"  and  then  it  carries  on.  And  in  Table  2  of  the 
same  report  in  Column  10  ,  it  gives  the  net  cumulative 
withdrawal  from  the  gas  cap  into  the  B.A.  area.  And  you 
take  the  year,  possibly  1950,  I  believe  it  is,  to  show  that 
the  net  cumulative  withdrawal  as  a  result  of  the  repressuring 
is  minus  4  billion  as  of  that  date? 

A  Yes,  that  is  correct. 

Q  Now,  in  Dr.  KatzT  evidence  he  grve  us  an  estimate  in  his 
evidence  of  March  14th,  that  an  infection  of  2J-  billion 
feet  into  the  B.A.  gas  cap  would  increase  the  pressure  of 
the  gas  cep  by  30  pounds.  Just  in  round  figures,  would 
that  mean  that  a  four  billion  injection  as  of  that  date 
would  increase  it  possibly  50  pounds? 

A  Yes,  if  the  first  figure  is  right,  the  second  figure  would 
follow  from  it. 

Q,  Then  on  that  basis,  I  would  like  to  just  thoroughly  under¬ 
stand  what  you  have  in  mind  when  youi  make  your  assumption 
on  page  9,  I  will  put  it  in  this  way,  that  with  the  50 
pound  increase  in  that  year,  and  it  would  give  that  increase 
in'  bottomhole  pressure,  would  it  give  to  an  increase 
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A  In  actual  practice  that  might  well  be*  We  merely  use  this 
rs  a  simplified  device  for  getting  our  figures  collected. 

Q,  I  wanted  to  make  sure  of  it. 

A  We  ere  not  laying  it  down  es  a  principle  to  be  followed. 

Q,  DR.  BOOMER:  You  do  not  know  what  the  Conser¬ 

vation  Board  will  do? 

A  That  is  true. 

Q,  MR.  HARVTE :  And  that  is  no  suggestion  that  that 

be  followed  by  the  Conservation  Board? 

A  No,  it  is  a  mechanical  device  to  oompute  these  figures  with¬ 
out  having  to  go  into  the  tremendous  detail  to  arrive  at 
the  answer,  and  we  think  we  are  close  enough  to  the  answer 
in  simplifying  it  in  this  manner. 

Q,  That  is  all,  thank  you. 


CROSS-EXAMINATION  BY  MR.  BLANCHARD . 


> 


Q,  Mr.  S  te  vens -Guille  ,  about  peak  loads,  do  I  understand  that 
whatever  the  peak  load  might  be,  that  is,  the'  peak  load 
for  the  Gas  Company,  that  Turner  Valley  can  only  furnish, 
that  the  capacity  of  the  lines  from  Turner  Valley  are 
limited  to  85  million  cubic  feet  a  day? 

A  Well  that  appears  from  the  experience  of  the  last  winter 
to  be  approximately  what  the  maximum  capacity  would  be. 

Q,  Yes.  So  that  as  long  as  you  can  furnish  85  milJion 

cubic  feet  a  day,  that  is  for  the  peak  loads,  that  is  all 
that  this  Turner  Valley  could  furnish,  no  matter  how  much 
gas  it  had? 

A  That  is  correct,  under  the  present  setup. 

Q.  That  is  correct  under  the  present  set-up. 

A  Yes.  If  it  beoeme  desirable  that  could  be  increased  of  course, 
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Q  Now  then,  it  mcy  be,  and  we  hrve  no  figures  on  thpt  yet, 

but  I  believe  Mr.  Steer  is  going  to  furnish  them,  *  it  mey 
be  thpt  the  per k  load  for  the  grs  system  exceeds  85  million, 
or  exceeds  by  some  substantial  pmount  the  pmount  that  can  be 
furnished  by  Turner  Vr  lley,  pnd  that  is  furnished  from 
Foremost,  I  think  you  seid? 

A  That  hp.s  been  the  practice. 

Q  And  what  about  Bow  Island,  can  that  gas  there  bu  used  for 
peek  load  purposes? 

A  Well  I  have  some  knowledge  but  I  think  actually,  Sir,  it 
is  really  outside  of  my  sphere  to  make  statements  es  to 
th 3  set-up  at  Bow  Is  lend. 

Q,  We  11  it  is  Turner  Valley  gas  that  is  going  there  add  I  ■wafrt 
wondered  whether  that  was  going  to  take  care  to  any  extent 
of  the  peak  load.  It  would  have  some  bearing,  I  suppose, 
on  the  eventual  ability  of  Turner  Valley  gas  to  meet  peak 
loads  if  pert  of  it  is  in;  Bow  Island,  and  can  be  used  for 
that  purpose? 

A  We  11  I  think  the  Gas  Company  would  probably  be  in  a  better 
position  to  give  you  the  correct  details  as  to  how  Bow  Island 
and  Foremost  are  correlated  into  their  system. 

Q.  Yes,  all  right.  Now  you  base  your  peak  load  factor 
charts  on  the  detr  iled’figures  you  have  for  £5  years? 

A  That  is  correct. 

Q,  And  have  you  there  the  figures  before  you? 

A  No »  I  have  not  brought  them  in. 

Q  They  are  not  here? 

A  No. 

Q  They  oould  be  furnished? 

A  Yes,  they  could  be  furnished. 
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Q.  1  thought  it  might  be  of  interest  to  the  Board  to  know  what 
the  experience  has  been  over  the  last  say  10  years,  and  for 
what  periods  these  peak  load  requirements  last  on  an  average 
in  each  year,  or  over  a  period  of  years,  because  you  would 
have  to  take  an  average  of  some  years? 

A  You  have  to  take  severpl  factors  into  account  in  preparing 
the  peak  load  diagrams  to  use  for  the  present  conditions, 
and  of  course  again,  as  I  mentioned,  for  the  future 
conditions  that  are  being  predicated.  An  example  I  give 
was  if  the  Ammonia  Plant  no  longer  takes  gas. 

Q,  Yes.  Now  your  estimate  in  both  M-2  revised  and  M-2A  for 

the  gas  cap  is  down  to  about  190  pounds  bottom  hole  pressure? 

A  ^hat  is  correct* 

Q,  And  that  bottom  hole  pressure  is  average  pressure  over  the 
undrilled  acreage  as  well  as  the  drilled  acreage? 

A  That  is  correct* 


(Go  to  Page  1253 ) . 
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Q,  So  that  taking  the  wells  as  they  stand  now,  those  wells 

that  are  drilling  now  and  leaving  oat  of  contemplation  the 
drilling  of  additional  wells,  your  bottom  hole  pressure 
which  would  be  producing  those  wells  would  be  -  that  is 
bottom  hole  pressure  at  the  wells  would  be  somewhere  in 
the  neighbourhood  of  100  pounds,  I  suppose. 

A  The  bottom  hole  pressures  of  the  wells  actually  at  the  time 
they  were  being  produced? 

Q,  Yes . 

A  I-t  would  be  down  towards  that  figure.  Whether  it  would  bo 
quite  as  low  as  that  I  would  not  like  to  say  for  certain. 

Q,  The  point  was  the  190  pounds  is  not  your  bottom  hole 
pressure  at  the  wells? 

A  No. 

Q,  I*  is  the  bottom  hole  pressure  averaged  over  an  area  of 

2600  acres  and  based  on, I  assume,  higher  pressures  in  that 
area. 

A  Yes . 

Q  So  your  estimates,  X  want  to  bo  clear  on  this  and  you  have 
already  probably  covered  it,  and  I  have  missed  it,  your 
estimates  towards  the  latter  end  of  the  life  of  this  field 
depend  on  your  actually  drilling  some  six  more  wells  in  the 
gas  cap  area  do  they? 

A  No.  We  have  shown  how  with  our  estimates  of  the  capacity 
of  the  drilled  wells  . 

Q,  Oh  yes. 

A  We  could  supply  the  msrket .  Our  only  reference  to  drilling 
further  wells  was  to  delay  the  day  when  the  peak  load  would 
hawo  to  be  met  from  some  other  source  than  Turner  Valley. 

Q,  That  being  the  caso,  it  might  be  if  need  arose  and  the  cost 
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were  not  too  high  that  tho  poak  load  problem  would  be  met 
for  a  few  years  longer. 

A  That  is  correct# 

Q,  But  havo  not  been  taken  into  consideration  in  the  present. 

A  No. 

Q,  Now  in  M-2  (Revised)  you  base  your  figures  on  Mr*  Connellrs 
that  is  the  production  in  tho  oil  area  down  to  a  tubing 
head  pressure  of  75  pounds  or  the  production  of  oil  of  10 
barrels  a  day  whichever  is  the  later? 

A  That  is  correct. 

Q,  Now  just  to  be  clear,  that  tubing  head  pressure  factor  does 
not  apply  to  the  B.  A.  area  in  your  computations,  or  does 
it? 

A  Yes,  it  was  carried  down  to  the  same  point  over  that  area 
as  well  as  over  the  G-.O.P.  and  Madison  areas. 

Q,  You  put'  it  all  on  the  same  basis. 

A  That  is  right. 

Q,  Having  regard  to  the  low  pressure  system  installed  in  the 
B.  A.  area,  do  you  consider  that  a  proper  basis? 

A  Well,  the  difference  would  be  very  small  because  as  can  be 
seen  from  the  tables  here  all  the  B.  A.  area  by  that  time, 

:  the  volume  that  will  be  produced  according  to  our  esti 
mate  is  very  small  so  that  it  would  not  appreciably  change 
the  life  of  the  project  as  a  whole. 

Q,  I  understood  that  these  wells  in  the  B.  A.  area  could  be 

produced  under  a  suction  pressure  of  practically  zoro.-Tl^at 
would  mean  a  tubing  head  pressure  of  say  10  or  15  pounds. 

A  Well  that  might  be  correct  ,  but  I  do  not  think  that  the 

difference  in  the  figures  would  alter  tho  picture  as  whole 
to  any  appreciable  extent. 
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Q,-  In  any  event  you  havo  used  thG  same  factor  throughout? 

A  That  is  correct. 

Q,  Irrespective  of  whether  it  is  a  low  pressure  system  or  not? 

A  Yes. 

Q,  Now  taking  your  M-A,  which  brings  your  oil  area,  that  is  the 
production  of  gas  in  the  oil  area,  brings  it  to  abandonment 
at  a  time  when  a  well  ceases  to  produce  10  barrels  per  day, 
it  has  been  put  then  simply  on  the  economic  basis  -  I  should 
not  use  that  term  -  of  whether  it  pays  the  oil  operator  from 
the  standpoint  of  producing  oil. 

A  That  is  correct. 

Q  It  does  not  take  into  account  at  all  what  the  production  of 
gas  may  be  from  those  wells? 

A  Not  that  report  in  itself,  no. 

Q,  In  other  words,  I  think  it  is  true  and  I  think  Mr.  Connell 

said  it  was  so  that  a  great  many  of  the  wells  in  the  oil 
area,  after  they  are  through  producing  oil,  will  be  very 
good  gas  wells. 

A  They  will  be  delivering  some  gas  but  the  quantities  will  not 
be, as  those  figures  here  show, very  large  in  relation  to  the 
whole.  A  study  of  the  total  of  the  wells  connected  to  this 
plant  in  the  declining  years  would  indicate  that  very  clearly. 

Q,  My  understanding  was  of  what  Mr.  Connell  said,  and  I  may  have 
misunderstood  him,  was  that  some  wells  long  after  -  he  per¬ 
haps  did  not  say  this  exactly  -  but  long  after  they  have 
ceased  to  produce  as  much  as  10  barrels  a  day,  may  be  prod¬ 
ucing  a  very  large,  or  capable  of  producing  a  very  large 
volume  of  gas.  Now  then,  if  that  is  so,  you  are  leaving  a 
lot  of  good  gas  wells  behind  on  the  basis  of  your  estimates 
in  2A. 

A  Well  I  think  the  use  of  a  very  large  volume  of  gas  is 
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possibly  not  the  impression  he  intended  to  convey,  Sir. 

But  of  oourse  the  reason,  one  of  the  reasons  1  why  we  have  . 
cut  them  off  in  this  report  at  10  barrels  a  day,  is  to  take 
into  consideration  this  probable  problem  of  liquid  loading. 
While  some  of  these  may  be  produced  after  that  time,  some  of 
them  may  not  and  that  cut-off  point  is  used  to  try  and  arrive 
at  some  common  average  figure  for  the  whole  field’s  operation. 

Q,  Well  is  it  true  generally  that  wells  that  have  been  good  oil 
wells,  after  they  have  ceased  to  produce  oil,  may  be  as  good 
wells  as  gas  cap  wells  as  gas  producers? 

A  By  TTas  good^T  you  mean  as  large  producers  of  gas  as  some  of 
the  gas  cap  wells? 

Q,  Yes  • 

A  Yes,  some  of  then  nay  produce  as  much  gas  as  some  of  the 
gas  cap  wells  but  that  does  not  necessarily  insure  that 
they  will  continue  to  operate.  There  are  other  factors 
which  will  enter  into  that. 

Q,  Suppose  after  these  good  gas  wells  in  the  oil  area  cease 

to  produce  oil  and  suppose  they  were  shut-in,  like  the  gas 
cap  wells,  until  they  wore  required  for  the  latter  end 
of  the  field,  would  not  they  contribute  a  good  deal  to 
meeting  the  peak  load? 

A  When  they  would  bo  shut-in? 

Q,  Yes,  not  produced. 

A  Well  of  course  if  they  are  shut-in  somebody  has  got  to  take 
care  of  the  cost  of  keeping  those  wells  shut-in. 

0,  You  are  not  producing  them  anyway  after  they  ceaso  to 
produce  10  barrels  of  oil. 

A  But  wells,  when  they  are  abandoned,  sir,  are  not  nec¬ 
essarily  loft  in  a  condition  to  bo  re-operated. 
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Q,  They  can  bo  maintained,  can  they,  or  can  they  not? 

A  Oh  they  no  doubt  could  be  maintained  but  that  has  not  been 

considered  here.  What  we  have  considered  here  is  between 
these  two  different  points  of  cut-off  and  we  have  stated 
that  somewhere  between  those  two  points  will  probably  lie 
the  amount  that  can  be  obtained. 

Q,  Well  yes,  and  it  is  more  likely  to  be  above  311  billion  at 
the  end. 

A  Yes.  Definitely  that.  We  say  it  will  lie  between  311,  or 
about  311  and  below  361. 

Q,  This  liquid  loading,  which  seems  to  be  a  very  grave  problem, 
when  wells  become  loaded  with  liquid  they  can  be  dealt  with 
by  blowing  the  liquid  out  . 

A  That  is  the  present  practice. 

Q,  And  because  a  wgII  becomes  subject  to  liquid  loading  it 
does  not  mean  it  is  through  at  all? 

A  Oh  not,  it  can  be  unloaded  and  will  then  continue  to  pro¬ 
duce  gas. 

Q,  And  perhaps  produce  more  than  it  did  before? 

A  It  will  produce  more  than  it  did  immediately  prior  to  being 
unloaded,  because  the  differential  pressure  is  going  to  be 
greater . 

H  That  liquid  loading  can,  to  a  certain  extent,  be  dealt  with 
in  any  event  and  that  does  not  necessarily  end  the  useful¬ 
ness  of  the  oil  area? 

A  No,  it  may  become  an  increasing  problem  as  pressures  decline, 
and  that  is  a  problem  that  between  now  and  that  date  un¬ 
doubtedly  needs  some  consideration. 

Q,  Have  you  made  any  rough  estimate  of  the  number  of  wells  in 
the  oil  area  that  will  become  outright  gas  wells  as  contem- 
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plated  in  the  Brown  Plan*  That  is  over  30  million  cubic 
feet? 

A  No,  sir,  I  have  not. 

Q,  In  your  Table  1  in  M-2,  first  in  1945  I  see  you  have  under 
column  5  volume  flared  producing  pressure  too  low  to  enter 
system.  That  is  in  the  Madison  gathering  system  No.  1  aril 
you  have  1,910,000  a  day.  Now  my  information,  furnished 
by  the  Conservation  Board, is  -  and  I  have  a  list  of  the 
wells  here  and  I  think  I  showed  it  to  Mr.  Stevons-Guille 
and  discussed  it  with  you  one  day  ~  this  report  shows  gas 
flared  in  Turner  Valley  North  of  Sheep  River  and  trhe  daily 
figures  in  1945  show  8,600,000  cubic  feet  flared  per  day  in 
that  area.  Then  am  I  to  understand  that  the  reduction  of 
your  suction  pressure  to  200  pounds  will  bring  that  down  to 
the  figure  that  you  have  in  your  column  5,  table  1  of  M-2? 

A  That  is  correct,  sir*  in  so  far  as  our  estimates  at  the  time 
they  were  made  up  were  correct.  These  situations  have  to  be 
reviewed  from  time  to  time.  Where  it  would  bring  it  to  ex¬ 
actly  that  figure  in  the  amount  of  course  I  could  not  say 
without  further  study  of  it  when  we  get  down  to  the  200  pounds. 

Q,  I  mean  taking  this  figure  of  January  1945  and  this  covers  a 
number  of  wells  in  the  North  end  of  the  field,  that  amounts 
to  some  3  billion  a  year  in  that  portion  of  the  field  alone. 

I  think  I  showed  you  this  on  one  occasion  and  I  wondered 
whether,  having  that  report  in  mind, or  whether  you  had  that 
report  in  mind  when  you  reduced  this  figure  to  1,910,000  a 
day  which  is  roughly  a  quarter  of  the  amount  shown  by  the 
Board’s  figures  . 

A  Nov/  i  think  that  report  wqs  made  up  prior  to  that  occasion, 
sir.  It  was  based  on  the  information  of  severed,  months  ago 
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and  as  has  been  past  praotice  these  points  have  to  be  re¬ 
viewed.  There  are  one  or  two  wells  operating  in  the  North 
end  with  bottom  hole  ohokes .  It  is  quite  possible  that  an 
alteration  in  the  choke  sizes  might  make  the  operating 
pressure  at  the  tubing  head  sufficient  to  enter  our  system., 
when  you  reduced  those ♦  In  addition  of  course,  the  point 
that  you  have  already  drawn  attention  to,  the  fact  that 
these  figures  were  made  up,  supposing  that  the  suction  pres 
sure  at  the  compressor  station  No.  1  would  be  200  pounds. 
You  notice  under  column  1  we  put  180  to  200  pounds. 

Q,  Yes,  I  see  that. 

A  The  point  there  being  that  in  summer  we  might  have  a  suffi¬ 
cient  capacity  to  hold  the  field  down  to  a  lower  pressure 
than  in  winter  without  any ' addi t ional  horsepower  being  in¬ 
stalled.  The  load  on  the  machines  is  obviously  lower  when 
there  is  no  gas  cap  travelling .  So  we  had  that  factor  also 
in  mind  when  we  arrived  at  that  1,910,000  average  per  day 
per  year. 

Q,  So  that  the  figures,  as  shown  by  the  Conservation  Board, 

as  to  gas  flared  in  January  does  not  in  any  way  lead  you  to 
qualify  your  figure  as  given  in  column  5? 

A  Not  at  the  present  time,  sir. 

DR.  BOOMER:  Will  you  read  me  some  of  those  tubing 

pressures? 

MR.  BLANCHARD:  I  can  run  through  them.  Ace  Royalties, 

tubing  pressure  425;  Alberta  Oil  Incomes,  350;  Alberta  Oil 
Incomes  No.  1,  1200;  Model  1,  290;  Royalite  Model  1,  330; 
National  Vulcan,  1100;  down  to  nothing';  Northclonmel,  290 
down  to  220;  Home-Mi llarville  4,  275;  Home-Millarville  6, 
440;  Home-Millarville  7,  580;  Home-Millarville  8,  150; 
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Homo -Mi  llarvi lie  9,  150;  Homo-Mi llarvi lie  11,  35;  Homo- 
Millarvillo  12,  225;  Home -Mi llarvi lie  16,  120;  Homo-Millar- 
villo  17,  75  pounds;  and  Home -Mi llarvi 11 o  19,  200  pounds* 

A  There  is  one  mistake  in  that,  I  notice,  as  you  read  it. 

<  • 

Both  Model  1  and  Royalite  Model  are  connected  and  deliver¬ 
ing  and  have  been  for  a  matter  of  months*  If  you  will  not¬ 
ice,  Dr.  Boomer  ..... 

Q,  I  have  a  note  about  that  if  I  may  say  so.  Those  wells, 
that  is  Model  1  and  Royalite  1,  these  wells  are  tied 
into  the  Madison  line  but  occasionally  the  line  pressure 
is  too  high  to  take  the  gas  from  them.  Perhaps  we  should 
eliminate  those. 

A  Those  wells,  I  think,  almost  certainly  will  be  eliminated 

0 

when  we  are  down  to  200  pounds.  You  will  notice,  Dr*  Boomer, 
a:  large  number  of  these  tubing  pressures  are  quite  high. 

Q,  DR.  BOOMER:  Are  you  going  to  be  able  to  get  those 

wells  into  the  lino? 

A  That  is  what  we  aro  investigating.  Whether  or  not  the  oper¬ 
ators  will  bring  them  to  the  point  whore  they  will  come  in 
and  stay  will  have  to  be  seen. 

Q,  My  information  is  today  that  you  will  not  get  that  gas,  jor 
very  little  of  it. 

A  Well  I  have  not  seen  the  volumes  against  each  well  load. 

MR.  BLANCHARD:  I  have  nothing  more,  thank  you. 

Q,  MR.  FENERTY:  There  was  one  question  I  would  like  to 

ask  Mr.  <3t  evens -Gui  lie .  In  Exhibit  48,  and  I  quote  from  the 
third  paragraph  on  page  1.  You  say  in  the  middle  of  the 
third  paragraph  n0f  the  volume  gathered,  only  a  proportion 
is  available  for  sale  in  the  market,  certain  percentages 
being  used  for  field  operations,  including  blow-downs, 
lease  fuel,  fuel  to  heat  gas  gathering  lines,  plant  fuel 
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and  shrinkages  in  processing  the  gas  in  absorption  and 
scrubbing  plants,  etc.".  In  your  tables  you  gave  a  con¬ 
sumption  involving  the  drilling  of  wells.  You  say  volume 
of  gas  used  in  well  drilling.  I  gather  from  that  that  you 
are  treating  the  dry  gas  as  a  residue  product  and  what  is 
left  after  other  requirements  are  taken  care  of  will  be 
available  for  the  market.  That  is  the  dry  gas  market. 

A  Yes,  Of  course  as  the  next  sentence  to  the  one  you  stopped 
at  shows  "at  the  present  time  some-  gas  is  also  used  for  fuel 
at  drilling  rigs  and  for  kicking  off  wells  to  bring  them 
into  production."-  That  is  just  a  passing  phase  which  is 
likely  to  be  terminated  if  not  in  1945,  early  in  1946. 

Q,  The  point  I  am  getting  at  is  that,  you  are  treating  the  prod¬ 
uction  of  gas  as  an  incident  of  oil  and  gasoline  recovery 
operations  without  any  reference  to  the  market  for  the  res¬ 
idue. 

A  I  am  afraid  I  cannot  follow  that.  There  is  a  reference  to 
•the  market  • 

Q,  Y/e  11,  let  us  see  if  you  can  follww  it.  You  say  you  estim¬ 
ate  that  certain  gas  will  be  flared  as  it  is  uneconomical 
to  gather  it? 

A  Yes. 

Q,  The  reason  that  will  be  flared  is  it  is  produced  as  an 
incident  of  oil  well  operation. 

A  Yes,  that  is  correct. 

Q,  And  that  will  be  flared,  or  you  are  assuming  it  will  be 
flared,  because  it  was  produced  without  reference  to  the 
market  for  that  gas  converted  into  the  dry  system.  No 
market  for  it  and  you  cannot  get  it  into  the  line. 

A  It  was  produced  ..... 
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Q,  It  is  going  to  bo  produced  but  as  'an  incid-  •  ' 

©nib  of  oil  operation  is  it  not? 

k  That  is  correct,  for  the  motive  power  for  lifting  the  oil 

i 

to  the  surface. 

Q,  All  of  the  gas  that  can  be  used  for  any  purpose  other  than 

for  heating,  you  assume  is  going  to  be.  usc-d  for  these  pur- 

\ 

poses  incident  to  field  operation,  drilling  and  other  things. 
A  Most  of  those  items  there  that  I  have  listed  are  essential 
to  the  delivery  of  the  gas  to  the  market.  You  have  got  to 
process  the  gas  to  take  out  the  gasoline  before  it  is  in 
condition  to  sell.  You  have  got  to  purify  it  and  you  have 
naturally  to  use  fuel  to  run  the  plants. 


(Go  to  page  1263) 
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Q 

There  were  some  of  these  which  were  incidents  to  putting 

it  in  condition,  but  there  ere  others  which  have  nothing 

to  do  with  that,  -  for  instance  drilling,  you  are  going  to 

use  gas  for  drilling  of  course? 

A 

That  is  correct. 

q 

And  you  are  going  to  produce  it  on  this  basis,  whether 

there  is  any  market  for  the  residue  or  not,  because  it  is 

necessary  to  produce  it  for  oil  operations? 

A 

Yes. 

Q 

And  you  will  flare  it? 

A 

Yes, 

Q, 

* 

So  that  what  you  are  telling  us  in  your  report  is  that 

there  will  be  something  left  over  for  what  you  call  the 

*  •  .1 

"market",  which  the  market  can  have,  that  is  about  what  you 

are  saying,  is  it  not? 

A 

Well  there  is  something  left.  There  will  be  a  large  proport 

ion; 

Q 

Yes,  but  what  is  left,  if  the  market  needs  it,  it  can  have 

it,  that  is  about  the  size  of  your  attitude  in  this  report, 

is  it  not? 

A 

No,  I  would  not  say  that  is  the  attitude.  To  arrive  at 

what  will  be  available  for  the  market  you  must  include 

these  other  steps,  starting  with  what  is  available. 

Q, 

All  right.  'We  will  put  it  this  way,  some  of  it  will -nit 

% 

be  available  for  the  market  because  it  is  necessarily 

consumed  in  producing  marketable  gas? 

A 

That  is  correct. 

Q 

And  some  of  it  will  not  be  available  because  somebody 

will  choose  to  use  it  for  something  else? 

A 

That  is  correct. 
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> 


A 

JTl 


Q 


Q 


A 

Q 


A 

Q 

A 

-Q, 


A 

Q 


A 


Then  the  market,  as  I  say,  it  follows,  will  get  what  is 
left,  is  that  not  so,  according  to  you? 

Yes,  I  think  that  is  my  position. 

And  then  you  hove,  as  it  follows,  have  treated  the  market 
as  entirely  in  a  secondary  position,  have  you  not? 

MR.  CHAMBERS:  That  is  not  a  fair  question. 

THE ^WITNESS:  No,  I  do  not  think  so,  because  if  you 

study  the  amount  which  goes  to  market  you  will  find  it  is 
a  large  portion  of  the  gas,  so  it  cannot  be  said  to  be  in 
a  secondary  position. 

Look,  you  are  going  to  produce  gas  without  reference  to  the 
requirements  of  the  market  in  so  far  as  the  gas 
used  for  lifting  oil  and  which  is  not  considered  in  this 
report,  will  be  gathered? 

Yes . 

You  are  not  going  to  pay  any  attention  if  the  market  does 
not  need  it,  you  soy  it  will  be  flared  in  some  cases? 

Yes  . 

And  in  some  cases  it  will  be  repressured? 

Yes. 

that  happens  as  an  incident  to  oil  recovery  and  gasoline 
recovery  and  purely  as  an  incident  to  those  two  things? 
does  it  not? 

Yes . 

Yes,  and  when  you, have  done  all  those  things,  no  matter 
what  the  market  requirements  are,  if  they  happen  to  be  at 
the  peak  load  period,  it  will  only  still  get  what  is  left, 
that  you  or  some  other  operator  does  not  need  for  some 
operations,  according  to  your  idea? 

No,  not  according  to  my  idea  at  all  because  drilling  fuel 


■ 


04-3 


Mr.  Stevens-Guille 
Cross- Ex.  by  Mr.  Fenerty 

-1265- 


which  is  the  main  item  you  have  reference  to,  apart  from 
what  is  necessary  to  produce  and  deliver  the  gas  to  the 
market  is  most  unlikely  to  go  into  the  peak  load  position 
at  all  because  the  peek  load  position  will  not  be  reached 
until  a  number  of  years,  approximating  ten. 

Q  It  just  happens  it  will  not  be  reached  until  then  but  ifit 
was  reached  tomorrow,  your  position  is  what  is  left  is 
available  for  it? 

A  I  do  not  have  to  consider  the  position  because  according 
to  my  submission  it  will  not  arrive. 

Q,  I  do  not  know  whether  my  questions  are  complete  or  not 

direct  enough  in  some  way  but  your  answers  are  not  direct 
answers  to  my  questions  and  I  cannot  just  get  together 
with  you  in  any  way.  It  is  probably  my  fault? 

A  You  ere  asking  me  whether  I  have  considered  these  things. 

I  am  answering  fac*s.  There  ere  certain  things  I  did  not 
have  to  consider  and  that  is  why  they  were  not  considered 
and  I  am  not  going  to  tell  you  I  did. 

Q,  No,  but  we  did  get  one  thing  from  you,  did  we  not,  that 
there  was  going  to  be  some  residue  perhaps  available  for 
market,  you  say? 

A  Yes. 

q  You  say  there  will  be  a  very  large  proportion,  -  I  do  not 
care  about  the  proportion  at  the  moment,  but  there  will 
be  some  and  the  reason  it  is  not  all  available  for  market. - 
the  reasons  are  two  things;  -  one  is  you  necessarily 
consume  some  of  it  in  getting  the  dry  gas  residue  in  these 
operations? 

A  That  is  correct. 

Q  I  have  no  complaints  about  that  but  I  say  you  have  also 


# 


s  . 


* 


C-4-4 


Mr.  Stevens-Gui lie 
Cross-Ex.  by  Mr»  Fenerty 


-1266- 


Q 
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A 
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A 
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said  that  you  will  be  using  it  for  drilling  operations 
end  other  things  not  incidental  to  producing  dry  gas, 
is  that  not  your  position? 

Th^t  is  correct,  but  that  does  not  have  any  bearing  upon 
the  evailibility  of  the  gesfbr  the  market  on  the  peak  load, 
which  is  the  question  you  put  to  me. 

All  right,  we  will  follow  that  through,  -  only  a  proportion 
will  be  available  because  you  went  some  for  something  else 
and  because  some  of  it  is  absorbed  in  giving  you  that  kind 
of  gas,  we  have  that? 

That  is  correct. 

So  that  I  say  so  far  as  the  market  is  concerned  it  is  a 
residue  proposition,  a  residue  incidental  to  gasoline  end 
oil  production,  is  it  not;? 

You  can  put  it  that  way.  It  is  one  person  sharing  in  the 
gas  which  is  available,  would  be  another  way  of  putting  it. 
We  both  realize  what  I  am  driving  at,  but  I  am  suggesting 
to  you  in  considering  what  the  market  is  entitled  to,  you 
treat  it  as  a  secondary  operation  and  I  am  wondering  if 
you  are  going  ro  treat  it  as  a  secondary  operation  when 
you  consider  the  cost  of  these  things? 

No  Sir,  that  is  where  we  differ.  I  do  not  say  I  treat  it 
as  a  secondary  consideration.  The  object  of  this  report 
was  primarily  to  find  what  gas  was  available  for  the  market, 
primarily,  not  a  secondary  reason.  If  it  was  not  for 
finding  it  for  the  market,  I  would  not  be  here  with  this 
report . 

I  will  just  put  it  this  way,  it  will  not  all  be  available 
for  the  market  for  two  reasons,  -  one,  because  some  of  it 
is  consumed  in  producing  marketable  gas  and  another  reason 
is  you  went  something  for  something  else? 
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A 

A  large  part  of  the  time  some  of  it  is  used  in  the  field 

for  drilling  purposes  but  let  us  be  clear,  when  you  raise 

$ 

the  point,  that  that  is  not  fair  whenever  we  are  talking 

of  peek  supplies  for  Calgary. 

Q 

All  right  now,  we  will  leave  the  peek  load  for  a  minute, 

I  have  now  one  thing  from  you,  that  from  your  point  of  view, 

There  will  be  some  gas  for  somebody  else  who  wantsi  to  drill 

wells  in  the  falley,  it  does  not  matter  what  Calgary  does 

A 

for  ges,  you  told  us  that  is  going  to  go  there  first? 

% 

No  Sir,  you  have  not  got  that  from  me  and  that  is  our  very 

point  of  divergence. 

Q, 

Have  we  not? 

A 

’ 

No. 

Have  we  not  talked  about  what  will  be  available  for  fuel 

for  drilling? 

A 

Yes,  but  the  whole  purpose  of  this  report,  there  is  always 

gas  available  for  the  fuel  market  requirements  of  Calgary 

as  we  have  estimated  them  up  to  the  time  that  the  well 

capacity  down  there  becomes  too  low. 

Q 

Well  now  I  seem  to  have  got  into  something  again,  I  am 

trying  to  pin  you  down  to  something,  You  do  say  that  of 

the  volume  of  gas  only  a  portion  is  available  for  sale  in 

the  market,  now  it  is  only  available  no  matter  what  the 

market  requirements  are,  is  it  not? 

A 

Yes,  but  you  ere  taking  one  little  bit  out  of  the  report 

which  covers  a  period  of  30  years  end  you  cannot  take  one 

little  bit  out  end  indiscriminately  apply  it  to  any  year 

of  the  30  years  you  went  to. 

Q, 

Do  you  think  30  years  has  anything  to  do  with  the  gas 

available  for  the  market? 

A 

I  am  quite  certain  that  this  statement  is  correct  according 
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to  the  information  which  we  have  got. 

Q  All  right,  I  will  leave  it.  I  just  cannot  get  anywhere 
and  I  will  leave  it? 


A 

q 

A 

Q, 

A 

Q 


A 

Q 

A 

Q, 


A 

o 


A 


RE-EXAMINATION  BY  MR.  CHAMBERS 

Mr.  Stevens-Guille ,  following  up  what  my  learned  friend  Mr, 
Fenerty  has  said,  talking  about  the  pert  of  the  gas  that 
does  not  go  to  Calgary,  which  you  seyis  going  to  be  there 
for.  drilling  operations? 

For  a  certain  period  of  time. 

And  those  drilling  operations  result  in,  -  we  hope,-  in 
additional  production  of  certain  products,  is  that  not  right? 
That  is  correct. 

And  those  products  are  petroleum  and  natural  gas? 

That  is  correct. 

In  other  words  the  drilling  fuel,  if  the  drilling  operations 
are  successful,  increases  the  gas  supply  for  Calgary  or  any 
other  market? 

That  is  right. 

And7 part  of  the  gas  will  be  used  or  taken  up  in  the  absorption 
plant? 

That  is  so. 

And  the  treatment  of  the  wet  gas  in  the  absorption  plant, 

t 

as  I  understand  it,  is  a  necessary  operation  in  order  to 
make  the  gas  available  for  Calgary  and  the  other  markets? 

Very  definitely. 

So  that  as  I  understand  it  the  only  gas  that  is  wasted  is 
what  we  speak  of  in  thesereports  as  being  ’’flared11,  that  is 
so? 

That  is  right. 
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A 


Q 


Q 

A 

Q, 

A 
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And  one  of  the  reasons  it  is  being  flared,  as  I  understand 
it,  is  because  people,  either  Calgary  or  somebody  else, 
would  not  pay  enough  to  make  it  worthwhile  to  gather  it? 

That  is  the  measure  on  which  we  have  based  our  estimate. 

MR.  FENERTY:  Now  you  are  back  on  your  economics. 

MR.  CHAMBERS:  It  came  out  of  your  questions. 

MR.  CHAMBERS:  I  think  you  told  my  learned  friend 

this  morning,  so  far  as  the  engineering  and  mechanical 
operations,  there  is  nothing  to  stop  all  the  gas  being 
collected? 

No,  that  can  be  done. 

Now  referring  just  a  moment  to  a  question  which  Mr,  Blanchard 
dealt  with,  as  to  the  figure  of  the  Conservation  Board  of 
the  daily  amount  of  gas  being  flared  os  at  the  first  of  1945, 
when  was  it? 

MR.  BLANCHARD:  January  1945. 

MR.  CHAMBERS:  January  1945,  was  8  million  a  day, 

was  it? 

MR.  BLANCHARD:  8  million  600  thousand,  that  is  in 

the  North  end . 


MR.  CHAMBERS:  Yes,  in  the  North  end,  8  million  600 

thousand . 

MR.  CHAMBERS:  Mr.  St evens-Guille ,  will  you  look  at 

Exhibit  47,  Table  I,  there  under  column  5,  there  is  an  item 
of  1.9  billion? 

Which  Table  is  that,  Mr.  Chembers? 

Table  I,  .Exhibit  47,  column  5,  1,910  thousand  per  day 

being  flared? 

That  is  correct. 

And  that  is  because  the  producing  pressure  is  too  low.  Now 
will  you  turn  to  summary  A  in  that  same  exhibit  and  under 
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column  2  ( A)  . 

MR.  BLANCHARD:  Column  2A? 

MR.  CHAMBERS:  Yes,  now  we  ere  talking  about  1945,  that 

23.8  is  the  yearly  figure,  is  it  not,  is  the  total  after 
1945. 

A  Which  23.8,  you  say? 

t 

Q  Yes,  in  column  2a? 

A  The  total  for  column  BA,  wait  a  minute,  I  may  be  in  the 
wrong  report. 

Q,  Exhibit  47? 

A  Yes,  I  was  in  Exhibit  48. 

Q,  Now  I  suggest  to  you,  according  to  my  study,  that  the  daily 

figures  of  the  Conservation  Board  for  January  1945,  A  .part 
of  that  8  million  odd  today  is  included  in  the  one  million 
910  thousand  in  column  5  of  Table  I  and  also  part  of  it  is 
included  in  the  23.8  in  column  2A  in  summary  A. 

MR.  BLANCHARD:  Do  you  mean  8  different  part  of  it 

or  the  same? 

THE  WITNESS:  Yes,  there  is  a  point,  Mr.  Chambers, 

that  is  true  enough,  that  I  overlooked  in  my  answer  to 
Mr.  Blanchard.  the  wells  which  ere  never  connected,  which 
will  not  be  connected  to  this  system,  have  been  included 
in  that  second  item  which  covers  the  whole  Madison  System, 
so  that  23.8  in  that  column  2A  in  Summary  A  does  not  apply 
only  to  the  wells  north  of  Sheep  Creek  but  also  to  the  wells 
South  of  Sheep  Creek  too,  and  the  figure  of  1,910  applies 
to  the  wells  that  have  been  connected  to  the  system  and 
therefore  are  considered  year  by  year  in  this  table.  There 
are  two,  -  to  reconcile  our  figures  with  your  figures, 
there  would  have  to  be  figures  taken  out  of  these  two  places 
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and  put  together. 

MR.  BLANCHARD:  I  really  do  not  understand  your 

explanation.  I  am  quite  eontent  to  accept  your  statement 
that  in  using  the  figure  1  million  910  thousand,  that  you 
had  taken  that  figure  as  being  the  figure  after  you  had  got 
your  compression  or  at  least  your  suction  pressure  down  to 
from  180  to  200  pounds  but  I  do  not  understand  this  present 
explanation.  Perhaps  I  can  discuss  it  and  not  waste  time  at 
the  present  moment? 

A  Yes,  I  think  it  would  be  very  easy  with  a  few  more  figures 
in  front  of  one,  to  show  you,  Mr.  Blanchard. 

q  MR.  CHAMBERS:  The  1910  thousand  is  gas  which  is  new 

connected  or  to  be  connected  to  this  system,  but  will  not 
be  connected  up  -- 

A  Or  has  been  connected  at  sons  time  but  not  necessarily  in  1944. 
^ome  of  these  wells  have  not  been  producing  into  the  system. 

q  And  pert  of  this  8-g-  million  is  being  flared  and  never  was 
contemplated  being  connected? 

A  Being  connected,  that  is  correct. 

MR.  CHAMBERS:  I  have  no  further  questions,  unless 

Mr,  Stevens-Guille  has  something  to  add. 

THE  WITNESS:  No,  I  have  not. 

CROSS  EXAMINATION  BY  MR.  BLANCHARD 

q  i  was  going  to  ask  another  question,  is  it  true  that 

supposing  that  natural  gas  were  worth  five  cents  a  gallon, 
or  were  worth  nothing,  that  it  would  still  be  necessary 
to  put  all  the  gas  through  the  absorption  plant  before  it 
could  be  used  by  domestic  consumers? 

A  If  it  carries  the  gasoline  content  that  the  gas  we  are 
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handling  today  doos,  yes. 

Q,  That  is  what  I  mean? 

A  Yes. 

Q  So  you  would  have  to  have  the  absorption  plant  to  take  out 
the  gasoline? 

A  Yes, 

TO  DR,  BOOMER: 

Q  To  follow  -up  that  question,  whet  is  the  totel  drilling  fuel 
you  estimate  as  being  required  for  the  rest  of  the  life  of 
the  field? 

A  Well  we  estimated  it  here,  as  I  was  saying  this  morning, 

on  a  drilling  program  which  then  appeared  to  be  probable 
but  we  might  have  to  revise  this  to  cover  a  small  use  of 
burning  fuel  in  1946  but  on  present  indications  there  is 
no  reason  to  assume  that  any  drilling  fuel  will  be  used 
after  1946. 

Q,  Well  what  is  the  totel,  say  to  the  closest  billion? 

A  Well  I  have  not  studied  the  number  of  wells  drilling  lately, 

since  this  was  made  up. 

Q  So  it  is  liable  to  be  5  billion  or  fifty  billion? 

A  Oh  no ,  no ,  the  order  of  it -will  be  less  in  1946  from  that 

shown  for  1945  and  the  figure  shown  for  1945  in  Table  A 
of  the  report  M-2A,  and  it  is  the  same  in  the  report  M-2 
revised,  is  1  billion  and  95  million  for  the  whole  year, 

so  in  1946  definitely  the  probable  amount  to  be  used  for 
drilling  would  be  well  under  a  billion. 

Q  How  many  wells? 

A  Well  you  did  not  give  me  time  to  go  back,  backwards,  I 
just  made  that  as  a  general  statement  knowing  that  the 
number  of  wells  drilling  today  is  in  the  order  of  8  to  10 
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and  that  the  outlook  might  be  3  or  4  drilling  into  1946. 

Q,  It  is  purely  an  academio  question.  Suppose  the  Conservation 

Board  permitted  the  waste  of  gas  even  though  you  had  no  market 
for  it.  How  far  would  the  oil  producers  go  in  making  a  market 
for  it  to  get  rid  of  his  oil? 

A  I  do  not  know  that  I  quite  understand  that  question. 

t 

Q,  Well  for  instance  it  has  happened,  I  believe  in  Texas,  where 
the  oil  producer  paid  to  get  his  gas'  taken  away  to  the 

transmission  lines  so  that  he  could  produce  his  oil. 

A  Do  you  mean  to  say  there  was  an  order  of  the  Board  which  pro¬ 
hibited  flaring  gas? 

Q,  Yes. 

A  And  it  was  up  to  the  well  operator  to  provide  means  for  return 
ing  it  to  the  formation? 

Q,  Or  market. 

A  Or  marketing  it.  Well  that  is  of  course  a  question  of  econom¬ 
ics.  I  am  not  in  a  position  to  answer  it  now. 

^  Exhibit  50,  will  you  give  me  some  information  about  it. 

You  have  the  British  American,  Gas  &  Oil  Products,  Madison 
areas.  .*  ULy  information  is  that  the  areas  were  chosen  by  Dr 
Katz  or  Mr.  Trammell. 

A  These  were  the  ones  chosen  by  Dr.  Katz.  It  says  B.  A.  area, 

which  area  does  that  cover.  They  have  not  been  corrected  to  a 
common  area.  They  were  made  up  actually  by  what  Dr.  Katz 
called  the  B.  A.  area,  areas  covered  by  Dr.  Katz,  etc.,  by 
other  people. 

Q,  MR.  STEER:  Did  I  understand  that  this  Exhibit  50,  Mr. 

St evens-Guille,  that  the  areas  referred  to  by  Katz,  Davies, 
Connell  and  so  on  may  be  different  areas? 

A  My  understanding  was  that  their  areas  are  a  little  different 
in  their  submissions. 

Q,  DR.  BOOMER: 


The  areas  are  all  a  little  different? 
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A  A  little  different. 

DR.  BOOMER:  Now  gentlemen,  Dr.  Katz  has  a  report  to 

make  and  it  was  suggested  that  he  make  it  in  the  morning. 
Alternatively,  he  might  make  it  now  and  Mr.  McCutchin,  the 
next  witness  will  go  on  tomorrow.  What  is  your  pleasure  about 
that? 

MR.  BLANCHARD :  Mr.  Commissioner,  I  would  prefer  if  Dr. 

Katz  would  go  on  in  the  morning  because  I  have  not  had  an  oppor 
tunity  to  go  over  this  report  since  it  has  been  typed. 

J.  A.  McCUTCHIN,  having  been  previously 
sworn,  re-examined  by  Mr.  Harvie: 

Q,  Mr.  McCutchin,  you  have  been  on  the  stand  in  this  inquiry  and 
have  been  sworn  already. 

A  During  the  May  session,  yes  sir. 

Q,  And  at  that  time  you  submitted  certain  estimates  of  gas  reser¬ 
ves  and  reports  which  were  contained  in  Exhibits  1,  1A,  IB,  2, 

3,  4,  5? 

♦ 

A  Yes  sir. 

Q,  And  have  you  anything  further  to  add  to  the  information  given 
at  that  time? 

A  I  have  'brought  up  to  date  my  original  figures  which  were  pre¬ 
sented  during  the  May  session,  that  is,  I  have  brought  them  up 

to  the  1st  of  December  1944,  which  was  all  the  information  I 

/ 

had  at  the  time  this  report  was  filed. 

Q,  And  that  information  is  contained  in  what  is  already  deposited 
with  the  Board  in  your  report  B.  A.  No.  1? 

A  Yes  sir. 

Q,  I  might  tender  that  as  an  Exhibit. 

REPORT  REFERRED  TO  B.  A.  No.  1  NOW 
MARKED  EXHIBIT  51. 

You  might  go  ahead  and  read  that  report. 
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A  I  'will  read  the  letter  of  transmission  which  is  the  first  page. 
"We  attach  hereto  tables  1  and  2  showing  the  method  used  in 
the  calculation  cf  the  recoverable  gas  reserves  in  the  B.  A. 
area  as  of  December  1st,  1944.  Our  estimate  of  the  recover¬ 
able  gas  reserves  is  50.851  billion  cubic  feet,  in  the  B.  A. 
area . 

Table  1  was  presented  to  the  Board  on  May  9th,  1944, 
and  Table  2  indicates  adjustments  necessary  to  bring  the  re¬ 
serve  figures  previously  presented  up  to  date  as  of  December 
1st,  1944.” 

Referring  to  Table  1,  I  might  say  that  I  first  began 
studying  the  gas  reserves  and  surface  conditions  in  the  Turner 
Valley  field  approximately  two  years  ago.  The  area  of  the 
field  has  been  of  particular  interest  to  me  because  of  the 
position  of  the  B.  A.  acsorption  plant  in  the  area  and  of  course 
both  the  oil  reserves  and  gas  reserves  are  very  much  related  to 
the  life  of  an  absorption  plant.  I  have  made  what  to  me  is  a 
quite  thorough  and  satisfactory  study  of  the  conditions  there 
and  accumulated  a  considerable  amount  of^  general  information 
and  chose  to  estimate  the  reserves  on  the  basis  indicated  in 

Table  1.  The  basic  figures  of  course  pertain  to  bottom  hole 

% 

pressures  and  gas  production  primarily.  The  relationships  are 
quite  uniform,  at  least  as  uniform  as  you  could  expect  in  a 
problem  of  this  kind.  The  area  is  an  old  one. having  produced 
some  283.5  billion  cubic  feet  up  to  the  end  of  1943.  The 
future  gas  to  be  estimated  there  is  relatively  a  small  amount, 
somewhere  in  the  vicinity  of  50  billion  cubic  feet  so  any  method 
used  which  takes  into  account  its  past  history  would  give  a 
reasonable  result  of  future  expectations  providing  the  assump¬ 
tions  regarding  the  end  period  are  reasonable.  Referring  to 
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Table  2.  In  drier  to  get  a  broad  ^a$e  for  an  estimate  of  this 
kind  I  took  data  from  an  entire  area,  all  of  Township  18.  Of 
course  that  adds  to  the  accuracy  and  keeps  small  discrepancies 
out  of  estimates,  to  taka  a  broad  area,  and  then  to  reduce  it 
by  small  areas,  methods  of  this  kind  are  not  particularly 
adaptable  to  individual  .  wells  or  small  areas  due  to.  migra¬ 
tion  and  other  factors  that  come  in,  so  I  chose  to  take  an 
area  bigger  than  the  B.  A.  area  itself,  all  of  Township  18, 
and  then  reducing  it  by  the  actual  acreage  in  the  B.  A.  area 

t  i 

which  proved  -  from  a  map  by  counting  the  acreage  productive  - 
to  be  74.34^  of  the  total  area.  This  then  gave  a.  recovery  re¬ 
serve  as  of  l/l/44  of  57.335  billion.  Between  the  time  the 
original  estimate  was  made  and  December  1st,  1944,  there  was 
one  new  well  completed,  Imperial  Turner  Valley  No.  1.  On  the 
estimate  made  the  gas  additional  would  be  1.056.  In  doing 
that  I  used  decline  curves.  I  had  not  enough  production  data 
to  apply  this  method  to  it  and  as  this  method  is  not  applicable 
to  individual  wells  anyway,  I  also  did  not  have  enough  detailed 
information  on  the  well  itself  to  use  the  decline  method  on 
that  well  so  I  used  the  declines  around  the  well,  a  method 
described  by  other  people  here  using  the  decline  method.  It 
is  somewhat  better  than  a  guess  but  I  would  not  guarantee  any¬ 
one  that  my  1.056is  the  absolute  optimum  quantity  of  gas  that 
this  well  will  produce.  It  is  the  amount  of  gas  which  I  think 
is  a  reasonable  amount  and  is  probably  a  low  figure  for  that 
particular  well.  Then  there  was  one  well  in  the  area  which 
was  abandoned.  That  was  Okalta  7,  between  the  time  the  orig¬ 
inal  estimate  was  made  and  December  1,  1944,  making  those  adjust 
ments,  I  arrive  at  an  estimated  future  gas  to  be  produced  in  the 
B.  A,  area  of  50.851  billion  cubic  feet.  I  also  have  studied 
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the  production  record,  using  decline  methods  in  each  and  every 
well  in  the  south  part  of  the  field  and  have  made  independent 
^  estimates  of  the  future  gas  to  be  produced,  assuming  that  oil 

wells  would  become  non-impor tant  as  gas  producers  when  the  oil 
production  was  10  barrels  per  day.  The  assumption  of  10 
barrels  a  day  which  might  be  referred  to  as  an  economic  limit 
is  based  primarily  on  the  fact  that  there  are  certain  wells  in 
the  south  end  cf  the  field  which  are  still  producing,  but  their 
oil  production  is  10  barrels  per  day. 

(  Go  to  Page  1278  ) 
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A  I  am  not  certain  that  ell  oil  wells  will  bo  that,  will  * 
produce  gas  at  a  rate  of  10  barrels  per  day,  nor  am  I 
certain  that  certain  oil  v:elLs  will  not  produce  a  large 
amount  of  gas  when  their  oil  production  is  zero.  But 
in  order  to  arrive  at  somewhat  of  an  end  point,  a  break-off 
point,  I  ohose  that  figure.  These  individual  estimates 
based  on  the  oil  area  and  estimates  from  the  gas  cap  as  a 
group  check  the  original  estimates  within  5$,  the  summary 
of  details  being  5$  higher  than  the  original  estimate. 

I  was  satisfied  after  doing  that  that  this  estirate  was  a 
reasonable  one  and1  perhaps  a  bit  on  the  conservative 
side.  I  always  like  to  stay  on  the  safe  side  when  I  have 
a  large  investment  in  an  area.  I  do  not  like  to  take  the 
optimistic  view  because  I  have  got  to  get  that  quantity  of 
gas  out,  I  believe,  in  order  to  make  the  thing  sound,  so 
that  I  have  chosen  that  my  estimate  of  gas  reserves  in 
the  B.A.  area  es  of  December  1st,  1944,  is  50*851  billion 
cubic  feet. 

Q,  MR.  FARVIB:  Just  in  arriving  at  that  figure 

referring  still  to  Table  2,  Mr.  MoCutchin,  I  take  it  that  on 
the  estimates  that  you  filed  previously  for  reserves  as  of 
the  1st  of  January,  1944,  there  was  57.335  billion,  and 
then  there  have  been  three  adjustments  to  bring  that  down  to 
your  present  estimate  of  the  1st  of  Deceber,  1944,  the 
first  being  an  item  of  7.24  billions  produced  within  that 
period? 

A  That  is  right. 

Q,  Then  I  understand  that  your  original  estimate  was  based  on 
an  area  basis,  that  is  74.34^  of  the  total  production,  and 
you  have  added  the  Imperial  burner  Valley  No.  1  well,  and 
l^-ter  you  deducted  the  Okalta  No.  7  well. 


Am  I  right  in 
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taking  it  that  the  reason  those  changes  were  made  was, 
firstly,  that  the  Imperial  Turner  Valley  No.  1  well  increased 
the  area  Ln  your  original  estimate? 

A  It  was  a  new  well,  the  Imperial,  but  subsequent  to  the  time 
that  your  original  estimate  was  made,  and  being  a  new  well, 
an  additional  pressure  was  available  on  it,  which  went  into 
the  pressure-  averages,  so  that  therefore  it  was  necessary 
to  add  an  estimate  of  its  reserves. 

Q,  And  the  reverse  is  the  case  with  regard  to  ©kalta  7? 

A  Yes,  for  the  same  reason. 

Q,  Thank  you,  Mr.  McCutchin. 


CROSS -EXAMINATKON  BY  MR.  STEER. 

Q,  Mr.  McCutchin,  that  50  billion  you  speak  of,  that  is  your 
figure  of  recoverable  gas? 

A  Yes. 

Q,  And  computed  on  the  dry  basis  it  would  give  us  what  quantity? 

A  There  would  be  first  the  gas  which  is  used  on  leases  which 

has  been  estimated  at  somewhere  around  2^.  I  think  that 
might  be  a  reasonable  one.  Next  would- be  the  gas  which 
is  used  in  the  absorption  plant  as  fuel  and  liquefied, 
which  would  be  7.36^.  Now,  wait,  I  will  take  that  back. 

Let  me  strrt  over  again. 

Q,  Perhaps  I  can  shorten  it.  Exhibit  50  gives  us  your  B.A. 

area  of  50.9  on  ©  wet  basis,  and  38  billion  on  a  dry  basis. 
Would  that  be  right? 

A  I  do  not  have  that  in  front  of  me  right  now,  but  I  will 
sey  from  the  time  the  gas  gets  to  the  absorption . plant 
until  it  gets  through  the  plant,,  as  the  plant  is  operating 
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now ,  the  shrinkage  amount  on  the  basis  of  20  million 
put  through  the  plant  per  day,  is  13.3$.  Now  the  earlier 
estimate  we  made  we  did  not  have  all  that  added,  the  fuel 
gas  charged  to,  into  the  boiler  house,  the  re-absorber 
gas  and  the  gas  from  repressuring,  that  was  being  flared. 

We  also  had  a  water  pump  at  the  riv  r  station  which 
was  operating  with  high  pressure  gas.  At  that  time  there 
was  no  market  for  the  gas.  It  had  to  be  burned  at  some 
point,  so  that  it  was  burned  there.  For  that  reason  higher 
estimates  of  shrinkage  were  using  used  in  the  B.A.  plan 
in  the  earlier  estimates.  Recent  changes  in  the  plant 

t 

itself  has  brought  the;  shrinkage  factor  plus  the  fuel  used 
in  the  plant  plus  the  fuel  used  in  the  compressors,  and 
where  it  is  currently  used,  and  that  is  13.3$  when  *0 
million  cubic  feet  are  going  through  on  a  wet  .gas  basis. 

Q,  And  the  20  million  cubic  feet  being  put  through  as  you 
operate  the  plant? 

A  That  is  the  volume  through  now.  That  is  the  amount  going 
through . 

Q,  And  that  is  the  amount  you  expect  to  continue? 

t 

A  That  will  continue  depending  on  what  is  done  about  net 
allowables  and  Brown  allowables,  and  all  those  things. 

It  will  certainly  be  no  more  than  that.  It  will  be  decreasing 
somewhat  in  the  future. 

Q,  How  soon? 

A  Well  if  I  could  make  some  assumptions  that  we  stay  on  the 
Brown  allowables,  if  I  might  make  the  assumption  that  we 
stay  on  the  Brown  allowables,  and  put  gas  back  into  the 
gas  cap,  and  if  the  gas  cap  allowables  are  based  on  the 
pressure  in  the  gas  cap,  we  will  have  2q  million  feet  through 
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the  plant  for  this  year,  you  see,  be  of  use  we  will  be  put- 

«  , 

ting  back  into  there  almost  as  much  as  we  are  taking 
out,  not  almost  as  muob  either,  but  we  will  be  putting 
back  in  depending  on  longer  efficiency  and  on  the  market 
sharing  position,  how  much  you  ere  going  to  sell.  You 
wee  when  you  come  to  mmake  these  assumptions  the  whole 

s 

thing  ties  in.  If  you  will  tell  me  to  assume  a  certain 
market  sharing  position,  how  much  gas  you  are  going  to 
sell,  and  then  you  can  be  better  able  to  arrive  at  what 
it  will  be. 

Q  What  I  am  interested  in  at  this  moment,  Mr.  McCutchin, 

for  what  length  of  time  -  perhaps  I  will  put  it  this  way; 
First,  your  plant  is  designed  to  operate  most  efficiently 
with  2  0  million  daily  load? 

A  That  will  leave  our  compressor  stations.  Yes,  I  would 
say  that  is  the  highest  efficiency,  no  gas  being  wasted 
at  any  point. 

Q,  Then  for  what  length  of  time  do  you  figure  that  you  are 
going  to  get  that  plant  loaded  with  20  million  cubic 
feet  a  day? 

A  Are  you  willing  that  I  make  my  own  assumptions  from  there 
on  to  answer  the  question? 

Q,  Yes? 

A  I  will  say  this  then,  that  based  on  the  fact  that  in 

the  past  there  has  been  a  10J/o  decline  in  gas  production 
from  the  B.A.  area  each  year,  when  7.2  billion  feet 
hes  been  produced,  now  since  we  are  going  to  be  re¬ 
pressuring  in  the  area  that  7.2  billion  cubic  feet  will 
not  be  taken  from  the  area  and  no  doubt  some  of  it  will 
stay  in  there.  So  that  on  that  basis  we  will  be  able 
to  stay  on  the  20  million  a  day  the  first  year  approxi- 
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ma.tely,  19.7  the  second  year,  17.7  the  third,  17.7  the 
fourth,  17.7  the  fifth,  15.9  the  sixth,  and  ending  at 
1954  with  15.9.  Now  to  do  that  I  have  assumed  that 
six  years  from  now  we  will  go  off  the  Brown  allowables. 
It  would  not  be  25  barrels  of  reservoir  fluid  per  acre 
per  day. 

Q,  I  s  e  e  * 

A  And  if  that  assumption  is  based  again  on  the  fact  that 
time,  six  years  frcmnow  the  oil  wells  will  be  so 

near  the  economic  limit  as  a  group,  that  with  the  re-’ 
pressuring  program  in  effect  where  nothing  is  wasted,  I 
believe  it  becomes  reasonable  for  every  person  in  that 
area  to  do  the  most  they  can  to  keep  the  area  on  an 
economic  basis.  I  am  taking  my  chances  that  will  happen. 


(Go  to  page  1283). 
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Q,  Now  your  compressor  equipment  for  repressuring  has  20  million 
a  day  capacity,  has  it? 

A  The  compressor  equipment  is  of  a  dual  purpose.  It  can  handle 
22  million  feet  per  day  if  all  the  gas  goes  up  to  fuel,  that 
is  going  on  a  450  pounds  discharge  but  if  it  is  going  to  re¬ 
pressuring  only  it  can  handle  about  13-|  million  per  day  with 
the  pressure  necessary  to  pressure  as  800  pounds  and  the 
compressors  will  do  their  job  alternately  if  not  simultaneously. 

Q,  What  do  you  figure  is  the  highest  quantity  of  gas  that  you 
would  have  to  repressure? 

A  I  figure  if  the  sharing  position  is  set  at  somewhere  around 
20  or  21  p.er  oent  of  the  market  that  the  highest  amount  we 
will  ever  have  to  repressure  in  any  one  year  is  3.69  billion. 

Q,  You  have  got  a  capacity  for  13  million? 

A  per  day.  This  is  3.69  billion  and  you  will  have  to  divide 

that  up  to  see  what  that  will  be  per  day. 

Q,  It  looks  about  10  million? 

A  These  are  averages  now.  3.69,  that  is  just  about  10  million. 

Q,  Yes,  and  then  will  you  discuss  the  question  of  peaks. 

A  Well  the  peaks  can  be  as  far  as  the  system  is  concerned,  the 

peaks  can  be  trimmed  very  materially  by  the  use  of  about  12 
gas  wells  which  are  now  operated  in  that  area.  When  we  need 
them  we  can  use  them  temporarily  and  we  can  produce  them  to 

meet  the  market  demand  so  as  not  to  overload  our  equipment. 

»  « 

Wfe  even  vary  them  as  of  daytime  and  night  time.  We  use 
them  and  have  them  available  to  smooth  out  the  operation.  They 
can  be  held  in  to  meet  the  peak  for  market  as  well  as  peaks  of 
operation. 

Q,  Let  me  understand,  you  have  got  a  compressor  capacity  for  re¬ 
storing  gas  in  the  formation^of  some  13  million  feet  a  day. 
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a.  13|-  million  with  a  pressure  of  800  pounds. 

Q,  Yes . 

A  It  so  happens  that  the  bottom  hole  pressure,  of  course,  is 
only' approximately  500  pounds.  We  could  put  a  larger  quan¬ 
tity  back  when  the  pressure  in  the  formation  is  600  pounds. 

The  displacement,  of  course,  gets  less  and  it  goes  in  at  a 
greater  amount. 

Q,  Yes . 

A  3o  if  it  is  800  pounds  -  we  have  never  operated  at  800  pounds 
except  at  one  time  when  we  only  had  one  in-put  well.  So  that 
by  using  more  in-put  wells  we  have  considerably  more  flexibil¬ 
ity,  I  would  say  the  minimum  amount  is  13  million  a  day. 

Q,  Then  I  think  you  told  me  that  your  -  and  I  am  perhaps  tres¬ 
passing  here  and  I  have  overlooked  the  fact  I  should  not  have 
been  asking  these  questions,  but  just  to  complete  it  -  your 
maximum  oapacity  that  you  have  to  restore  to  the  ground  on 
present  operations  is  about  10  million  feet. 

A  That  is  right.  That  of  course  assumes  that  this  .... 

I  want  to  make  it  clear  because  perhaps  someone  does  not  know 
that  when  we  were  putting  in  the  13 J  million  at  800  pounds, 

I  had  no  capacity  for  selling  gas  to  the  market  at  that  time. 
This  cannot  be  done  concurrently,  it  has  to  be  alternate. 

Q,  I  think  I  will  leave  that  and  I  will  warn  you  that  I  am  going 
to  ask  you  sometime  later  if  you  will  give  us  the  probable- 
future  history  of  the  capacity  of  your  Plant  both  for  deliv¬ 
ering  to  the  market  and  for  repressuring. 

A  Very  well. 

CROSS-EXAMINATION  OF  THE  3AME  WITNESS  BY  MR.  FENERTY : 

Q,  Just  one  question  I  would  like  to  ask.  I  was  interested  in 
this  question  that  you  asked  about  the  production  of  gas 
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from  wells  that  had  ceased  to  have  a  useful  life  as  oil 
wells.  Now  I  have  some  information  that  indicates  to  me  the 
history  of  a  particular  well  and  I  do  not  want  to  mention  the 

A. 

well  at  the  moment  unless  I  have  to  -  but  a  well  hooked  up 
to  your  gathering  system  and  I  want  you  to  tell  me  whether  I 
have  my  facts  straight. 

MR.  CHAMBERS®  You  are  not  ashamed  of  this  well,  are 

you,  Mr.  Fenerty? 

MR.  FENERTY:  No,  I  know  about  it. 

Q,  I  suggest  to  you  that  you  have  on  your  gathering  line  a  well 
which  was  operated  as  an  oil  well  for  some  years  with  sep¬ 
arator  production  in  the  ordinary  way  that  for  a  period  of 
perhaps,  I  do  not  know  the  exact  time  but  perhaps  anywhere 
from  2  to  4  years  since  it  has  been  abandoned  as  a  producing 
oil  well  in  the  sense  of  producing  through  the  separator,  it 
has  been  hooked  up  to  your  absorption  plant  system  and  has 
been  producing  gas  going  into  your  absorption  plant  system. 
That  has  been  going  on  for  about  anywhere  from  --  I  do  not 
know  just  how  long  but  2  to  4  years,  involving  an  operating 
expense  of  a  very  substantial  amount  and  rental.  You  have 
such  a  well  hooked  up  to  your  system,  have  you  not? 

A  I  think  we  have  quite  a  few  of  them.  I  do  not  know  which 

one  you  are  referring  to. 

Q,  I  am  referring  to  Mar  Jon  No.  2. 

A  Oh  ye  s  . 

Q,  Now  that  is  not  a  unique  well  is  it? 

A  Well  we  operate  this  particular  well  on  an  operating  prejji-  . 

ium  with  the  owners.  This  particular  one.  We  operate  this 

particular  well,  the  British  American  operates  this  well 

\ 

under  a  special  operating  agreement  with  the  owners.  In 
that  rGspect  it  is  special. 
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Q  You  are  not  operating  it  for  the  purpose  of  losing  money  on 
it. 

A  Well  that  is  a  problem. 

Q,  Oh. 

A  That  we  are  holding  off  on.  -We  are  holding  off  on  this  thing 
to  know  what  we  are  going  to  do.  As  a  matter  of  fact  the 
total  expenditures  against  that  well  that  we  have  to  pay, 
plus  $25.00  a  month  that  we  give  the  owner  as  rental  -  which 
deal  was  made  a  long  time  ago  -  is  pending  between  us.  We 
have  discussed  it  several  times.  He  comes  out  and  asks  us 
what  we  are  going  to  do  about  it  and  I  said  "You  make  your 
choice  ." . 

Q,  Do  you  know  how  long  you  have  operated  that  well? 

A  About  2  or  3  years  if  I  remember  right. 

Q,  Now  you  had  some  reason  for  operating  it,  hadnTt  you? 

A  Yes,  we  have  some  reason.  It  is  a  very  handy  well  to  have 
in  order  to  smooth  out  our  peak  load.  We  use  it  at  night 
and  other  times  in  operatiohs  so  that  we  do  not  have  to  inter 
fere  with  the  oil  well  operators  so  much.  For  that  reason 
it  is  of  interest.  In  other  words  we  would  operate  it  break¬ 
ing  even  because  we  can  use  it  at  a,  time  it  is  necessary  to 
use  it. 

Q,  That  reason  may  not  be  an  economic  one  in  itself? 

A  Due  to  the  fact  that  we  can  open  it  at  night  and  close  it 

the  next  day,  we  find  it  is  economic  to  keep  on  production. 

Q,  Would  that  have  anything  to  do  with  the  possibility  that 

natural  gasoline  is  obtained  incident  to  any  other  operation? 

,  * 

A  Natural  gasoline,  which  we  obtain  from  this  well,  of  course 
under  our  special  agreement  we  pay  the  owner  $25.00  amonth 
for  whatever  we  get  out  of  it,  gasoline  and  so  forth.  If  I 
recall  this  agreement  properly,  whatever  we  get,  absorption 
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gasoline,  etc'* 

Q,  What  I  am  getting  at  is  I  just  cannot  believe  it  is  a 

philanthropic  operation  and  you  have  some  reason  for  that. 

A  This  approaches  that  nearer  than  anything  you  can  think  of. 

Q,  This  is  the  first  one  we  have  heard  of  in  the  oil  industry 

so  far  if  it  is.  X  am  going  to  suggest  something  else  to 
you.  I  suggest  to  you  that  possibly  the  gasoline  content 
that  you  obtain  through  the  absorption  plant  operations  .are 
material  elements  in  other  operations,  such  as  refinery  oper¬ 
ations  and  it  might  have  a  direct  bearing  on  that.  Is  that 
so? 

A  Your  question  is  -  you  are  leaving  this  well  problem.  I  do 

not  follow  you  exactly.  You  have  gone  to  a  refinery  problem. 

✓ 

Q,  I  think  you  do . 

A  No,  we  are  through  with  the  well  and  we  go  to  the  next  one. 

You  are  asking  me  about  absorption  gasoline  used  in  refiner¬ 
ies,  is  that  the  question? 

Q,  Yes. 

A  Absorption  gasoline  as  I  understand  it,  we  sell  it  or  deliver 
it  to  the  Valley  Pipe  Line  and  they  in  turn  store  it,  I  bo- 
liGve;  and  the  Turner  Valley  Pipe  Line  finally  deliver  it  to 
the  Government  outlet  plant  where  certain  elements  in  the 
gasoline  are  taken  out,  suoh  as  iso-butane  and  what  is  left 
that  goes  to  the  refinery. 

Q,  I  have  heard  it  suggested  very  recently,  and  I  supposo  serious 
ly,  that  there  might  bo  a  distinct  relationship  between  the 
production  of  absorption  gasoline  and  -  not  in  yours  -  but 
between  the  production  of  natural  gasoline  and  the  extent  of 
refining  operations.  I  think  I  heard  that  quite  recently. 

A  I  hardly  feel  qualified  to  testify  regarding  refinery  oper¬ 
ations.  It  is  outside  my  department. 
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Q,  What  is  that? 

A  I  gay  I  hardly  feel  qualified  to  testify  regarding  refinery 
operations.  That  is  entirely  outside  my  department.  I  have 
nothing  to  do  with  it  at  all.  We  can  get  you  a  witness  if 
you  would  like  to  have  one  to  discuss  the  use  of  absorption 
gasoline  in  a  refinery. 

Q,  The  point  that  I  want  to  get  at  is,  I  understand  at  all 

events  that  for  a  certain  period  of  time  you  may  well  have 
an  operation  which  is  abandoned  as  an  oil  well  operation  but 
which  still  is  an  economic  ope  ration  from  the  absorption 
gasoline  point  of  view.  That  is  what  I  am  trying  to  get  at. 

A  Well  of  course  that  is  purely  a  matter  of  economics,  how 

much  are  your  allowables  and  one  thing  and  the  other  and  the 
sales  of  residue  gas  and  the  total  revenue  and  the  amount  of 
the  total  expense  would  all  be  considered. 

Q  This  particular  well  we  are  talking  about,  perhaps  before 

you  came  here  there  was  some  kind  of  an  arrangement  that  that 
would  be  done  and  I  assume  that  the  B.  A.  Oil  Company  did  it 
because  there  was  some  benefit  somewhere  in  it  or  supposed 
to  be  some . 

A  At  that  time  when  the  agreement  was  first  made  I  believe 
that  the  volume  through  the  plant  was  some  9J-  million  per 
day.  It  was  down  very  low.  It  might  have  been  the  situation 
at  that  time  but  it  was  only  for  a  2  year  period  I  believe. 

I  think  it  expired,  if  I  recall  correctly,  or  it  is  up  for 
consideration  again. 

Q,  Can  I  put  it  this  way,  as  a  result  of  that  and  perhaps  some 
other  wells, I  do  not  know,  it  is  reasonable  to  assume  there 
will  be  for  a  more  or  less  limited  period, some  benefit  in  op¬ 
erating  the  well  for  its  natural  gasoline  content  after  it 
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coasGs  to  an  economic  factor  for  crude  oil. 

A  I  say  we  will  have  to  look  at  the  problem  at  the  time. 

The  operating  costs  of  a  lot  of  these  wells  are  extreme. 

We  have  cases  where  the  rental  is  somewhere  around  five 
hundred  dollars  per  well  and  in  other  places  it  is  two 
hundred  dollars.  I  would  not  say  these  things  become  econ¬ 
omic  until  you  see  what  the  total  income  comes  to  and  the 
total  outlay.  And  then  you  can  consider  the  question.  It 
has  to  be  taken  up  by  each  individual  well. 

Q,  Is  that  the  only  well  in  the  Valley  that  you  know  of  that 

is  being  operated  for  its  gasoline  content  after  it  ceased 
to  be  a  crude  oil  producer? 

>  I  do  not  know.  I  do  not  know  too  much  about  anything  except 
the  South  end.  We  operate  some  Royalite  wells  on  an  oper- 
/  at ing  agreement,  not  this  type  of  agreement,  processing  the 

gas. 

Q,  When  you  were  operating  that  Mar  Jon  well  for  this  period 

of  several  years,  I  take  it  that  the  dry  gas  was  being  flared? 

A  Except  what  was  sold  for  drilling  fuel. 

Q,  It  was  not  being  operated  for  a  dry  gas  operation? 

A  Except  what  was  being  sold  for  drilling  fuel  which  was  a 

( 

small  amount • 

Q,  Thank  you. 

CROSS-EXAMINATION  OF  THE  SAME  WITNESS  BY  MR.  MCDONALD. 


Q,  Mr.  McGutchin,  last  May  I  think  I  cross-examined  you  at 

considerable  length  in  regard  to  the  South  end  of  the  field 
and  has  anything  occurred  since  that  time  which  would  change 
your  views  as  to  the  production  characteristics  in  the  South 


end  of  the  field? 
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A  No  sir,  I  can  think  of  nothing,  certainly  nothing  signi 
ficant  that  has  happened  since  then,  that  is  as  far  as 
I  am  concerned. 


(Go  to  Page  1291) 
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Q  Just  one  question  in  regard  to  the  shrinkage,  I  think  you 
gave  a  total  of  13.3  percent? 

A  Yes. 

Q  Now  would  you  add  the  Sj-  percent  to  that? 

A  That  would  be  deiuctable  before  it  gets  to  the  plant,  that 
is  not  in  the  plant  itself;  in  the  plant, from  the  time  the 
wet  gas  gets  into  the  plant  until  it  goes  out  and  also  the 
fuel  for  the  compressor  is  deducted,  is  deducted  from  that, 
that  is  in  the  13.3  percent. 

Q  But  the  2-s-  percent  is  no  t? 

A  No,  that  is  in  addition  to  that,  from  the  time  it  leaves 

the  well  head,  from  the  well  head  over,  you  add  2-g-  percent 
to  that. 

MR.  MCDONALD:  Thank  you. 

CROSS- Examination  by  Mr.  Chambers: 

Q,  Mr.  McCutchin,  in  your  estimates  in  Exhibit  51,  I  think  you 
told  us  you  carried  it  down  to  a  limit  of  10  barrels  per  day 
in  the  crude  area? 

A  In  checking  the  estimates  by  the  decline  curves  I  did  assume 
wells  would  not  be  important  to  gas  producers  when  the  oil 
production  was  10  barrels  per  day. 

Q,  And  the  time  comes,  of  10  barrels  per  day  on  the  average, 
probably  when  those  wells  cease  to  be  crude  producers,  is 
that  right? 

A  Well  a  crude  well  with  less  than  10  barrels  per  day  is  very 
small,  it  is  not  important  from  the  crude  standpoint. 

q  .And  from  then  on  I  suggest  to  you,  whether  the  well  ceases 

to  operate  as  a  gas  producer  well,  depends  to  a  considerable 
extent  upon  how  much  you  can  get  for  the  gas  at  the  well 
head,  is  that  not  right? 
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A  Well  it  does  of  course.  It  also  depends  of  course  on  its 
position  on  structure,  its  gas-oil  ratio,  how  much  gas  it 
takes  to  produce  it  -- 

Q,  Assuming  it  is  kept  to  produce  gas? 

i 

A  Yes. 

Q,  The  operator  will  take  more  gas  out  of  it,  depending  on  the 

price  he  can  get  for  it? 

A  Naturally,  because  his  income  will  be  from  the  gas  mostly. 


4 

CROSS-EXAMINATION  BY  MR.  BLANCHARD 

Q,  Have  you  any  wells  that  are  in  the  crude  area,  tied  to  your 
system,  that  are  producing  less  than  10  barrels  of  oil  per 
day  at  the  present  time,  in  the  oil  area? 

A  I  think  it  is  either  the  Sunset  or  Sunburst .Well,  one  of 
those  wells  is  down  to  8  barrels. 

Q,  And  what  gas? 

A  I  do  not  recall  the  exact  figures  but  most  of  these  wells 

have  somewhere  around  200  thousand  cubic  feet  of  gas  per  day, 
the  normal  gas  wells.  That  would  be  6  million  a  month, 
would  be  a  pretty  fair  figure. 

Q  That  is  the  capacity? 

A  That  is  the  Brown  allowable  at  the  present  time.  That  would 
not  be  the  capacity.  Most  of  those  wells  would  have  a 
gre-ater  capacity  than  that.  .  They  are  only  operated  a  few 
days  per  month  generally. 

Q,  You  have  no  idea  of  the  capacity  of  those  wells? 

A  Well  no,  I  have  not  tested  them  myself.  We  do  not  operate 

the  wells,  you  understand.  They  are  operated  by  the  owners 
and  we  only  take  the  gas  so  our  knowledge  of  the  daily,  as  to 
what  he  could  make  it  if  he  opened  it  wide  open,  we  just  do 


not  have  it. 
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Q  At  what  point  in  capacity  does  a  well  become  uneconomical 
from  your  standpoint? 

A  Well  we  do  operate  — 

Q,  As  a  gas  well,  not  an  oil  well? 

A  I  cannot  do  better  than  tell  you  one  or  two  facts.  We 

operate  a  well  known  as  Trail  Oils,  which  has  approximately 

much 

400  barrels  a  month,  which  is  not/more  than  10  barrels  a 
day,  it  has  an  allowable  of  about  6  million  feet  of  ges  per 
month  end  we  pay  certain  other  expenses,  such  as  ground 
rentals  and  taxes  and  what  have  you,  and  we  are  getting  along 
pretty  well*  We  are  still  above  the  economic  limit  of  that 
particular  well.  The  royalty  there  happens  to  be  20%  if  I  re 
•member  correctly  and  there  are  all  those  factors  which  enter 
into  an  answer  to  your  question.  Now  if  you  wish  me  to 
assume  some  of  those  things  you  can  sit  down  and  calculate 
it  out  but  there  are  quite  a  few  wells  in  the  South  end  of 
the  field  that  ere  hanging  on  now  on  the  economic  hope  that 
they  will  get  something  for  gas  at  a  future  date. 

Q  And  do  you  anticipate  that  there  will  be  a  number  of  wells 
that  will  become,  --well  really  become  good  gas  wells  in  the 
oil  area? 

A  Yes,  I  am  convinced,  we  have  already  seen  it  happen  as  a 
matter  of  fact.  I  can  say  that  we  have  wells  that  used  to 
be  oil  wells,  that  have  now  entered  into  the  30  thousand 
gas-oil  ratio  classification  and  have  been  classified  by 
the  Conservation  Board  as  gas  wells.  Now  those  wells  are 
on  the  edge  of  the  old  gas  cap  and  they  are  good  gas  wells 
now  * 

Q,  Just  as  good  as  the  gas  cap  wells? 

A  At  the  present  time,  yes*  The  permeability  is  variable  but 
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they  ere  good  gas  wells. 

Q,  And  they  have  a  capacity  as.  big  as  the  gas  cap  wells? 

A  Well  their  capacities  as  individuals,  -  I  would  say  as  a  whole 
they  are  just  about  as  good  as  the  others  are. 

Q,  Are  these  wells  you  have  just  mentioned  that  are  in  the 
classification  now  as  gas  cap  wells,  they  are  included  in 
your  estimate  I  suppose,  you  included  those  in  your  estimate? 

A  Yes. 

Q  Of  the  gas  and  oil? 

A  They  are  included  as,  -  in  this  estimate  at  this  time  as  both? 

q  Both? 

A  Both  together.  They  ere  both  together  in  the  same  estimate 
end  when  I  went  to  check  the  record,  check  the  estimate  by 
using  decline  curves,  I  took  ell  wells  which 

were  placed  with  30  thousand  gas-oil  ratios  as  being  gas  wells 
and  they  were  treated  as  such. 

Q,  And  you  did  not  knock  them  off  the  line  when  they  were  down  to 
10  barrels  a  day  because  they  did  not  produce  any  oil  to 
speak  of? 

A  That  is  right,  they  ere  gas  wells  by  definition. 

Q,  So  you  were  not  cessing  to  produce  those  when  they  got  below 
10  barrels  of  oil? 

A  No,  not  these  gas  wells,  no,  they  are  gas  wells. 

q  That  is  what  I  am  trying  to  get  at? 

A  But  I  would  point  out,  I  believe  I  should  point  out,  that 
While  these  wells  near  the  fringe  of  the  gas  cap  have  had 
that  history  and  some  more  will  have  similar  history,  there 
are  also  some  oil  wells  low  on  structure  which  may  not  have 
a  similar  history. 
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q  Some  may  not? 

A  That  is  right, 

q  But  a  lot  of  them  may  have? 

A  Some  more  may  have  and  some  vjill  certainly  not. 
q  Now  I  wonder  what  your  position  is,  I  was  just  going  to  ask  you 
something  more  about  this,  I  see  you  have  a  well,  Imperial- 
Turner  Valley  No. I  well? 

A-  Yes. 

q  And  I  am  very  much  interested  in  that  because  I  own  1/40  of 

a  1%  preferred  royalty , -that  produces  how  much  gas  a  day  now? 

A  I  would  have  to  refer  to  the  tables,  it  is  a  rather  large- 

gas  well  I  know, it  has  some  15  million  a  month  I  believe  gas 
quota.  I  believe  there  is  a  record  here, 
q  I  am  anxious  to  know  whether  it  will  stay  producing  when  it 
gets  below  10  barrels  a  day  because  it  is  getting  near  to 
t  ha  t  now . 

MR.  CONNELL:  552  per  day. 

THE  WITNESS:  That  is  about  15  million  cubic  feet,  that 

is  just  about  what  I  thought. 

q  MR.  BLANCHARD:  You  do  not  propose  to  abandon  that  well? 

A  I  would  like  to  make  it  clear  here,  our  system  may  be  somewhat 

i 

different  to  others,  we  do  not  own  nor  operate  the  wells.  We 
only  have  agreements  to  process  the  gas  and  so  far  as  abandon¬ 
ing  a  well  is  concerned,  that  is  not  our  decision  at  all. 
q  That  will  be  up  to  the  Royalite,  as  far  as  that  is  concerned? 

A  Up  to  the  operators  or  owners.  I  would  hate  to  see  it  abandoned, 

I  would  not  want  to  see  it  abandoned, 
q  Neither  would  I.  Now  Mr.  McCutchin,  there  hes  been  some 

discussion  of  liquid  loading  and  by  the  way  I  think  in  your 
computation  you  produce  your  oil  wells  down  to  250  pounds? 
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A 

Q, 

A 

Q, 


A 

Q 

A 


Q 


A 


The  average  for  the  area  I  use  250  pounds. 

\ 

The  average  for  the  area? 

For  the  area,  yes. 

And  is  that  the  average  you  used  when  you  were  giving  evidence 
last  May? 

Just  the  same. 

For  the  area  and  not  for,.  -  that  would  be  perhaps  a  higher 
average  for  the  oil  wells  area  than  for  the  gas  cap? 

Yes,  I  am  sure  but  certain  of  the  oil  wells  are  higher  than 
that? 

We  had  some  evidence  about  liquid  loading  and  I  wonder  whether 
you  agree  with  Mr.  St evens-Gui lie  and  other  witnesses ,  that 
your  production,  '  the  capacity  of  the  wells  will  be  consider¬ 
ably  reduced  as  the  pressure  gets  down  to  say  300  pounds, 
through  liquid  loading? 

Well  I  have  had  a  little  experience  in  other  area  with  this 
liquid  loading  which  leads  me  to  believe  that  it  will  not  be 
so  severe  as  some  of  the  folks  might  think.  There  was  a 
period  of  time  when  these  gas  wells,  in  these  old  areas,  when 
you  would  have  a  maximum  amount  of  distilate  condensed  in  the 
bottom  of  the  formation,  then  as  the  pressure  is  further 
reduced,  reduced  somewhere  in  the  neighbourhood  of  200  pounds, 
between  200  and  100,  that  the  liquid  loading  seems  to  be  less 
important.  Now  the  reason  for  that  is  it  just  evaporates, 
it  evaporates  and  turns  into  gas  and  it  could  be  calculated, 

I  presume,  knowing  the  pressures  and  the  temperatures  but  it 
does  not  seem  to  bother  the  wells  so  much.  I  have  run  tubing 
into  wells  bothered  with  liquid  loading  in  the  past,  and  I 
never  got  anywhere,  so  a  later  period  of  time  it  may  not  be 


so  severe. 
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Q,  My  ri nformat ion  was  this,  that  as  you  drop  from  500  pounds 

to  400  pounds  you  would  be  less  influenced  by  liquid  loading 
and  if  you  dropped  from  400  to  300  it  would  be  less  and  from 
300  to  200  less  liquid  loading,  is  that  correct? 

A  I  do  not  know  that  that  is  exactly  correct.  I  think  there 

is.  some  point  in  here,  something  I  cannot  exactly  explain 
except  by  experience,  there  is  some  point  around  500  pounds 
when  it  might  be  the  maximum. 

Q  The  maximum? 

A  Yes,  and  you  might  get  less  from  there  on  down. 

MB.  BLANCHARD:  I  see.  That  is  all, 

THE  CHAIRMAN:  Anything  more. 

Now  we  can  finish  between  half  past 

t 

nine  and  half  past  twelve  tomorrow  can  we? 

MR.  BLANCHARD:  So  far  as  I  am  concerned  I  think  we  can, 

THE  CHAIRMAN:  -  Well  9.30  tomorrow  morning. 

(  The  Inquiry  was  here  adjourned  to  resume  at  9.30  a.m. 
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